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ABSTRACT 
 
Manufacturing has been identified by the Department of Trade and Industry as an important 
sector to drive economic growth in South Africa. The automotive manufacturing sector in 
particular has seen significant support from the DTI in the form of incentives to produce 
motor vehicles and components.  
 
South Africa is faced with a high unemployment rate and one of the strategies of the 
Government is to drive economic growth by supporting the automotive manufacturing sector. 
One of the spill-over targets is to increase employment creation in the industry. The 
automotive manufacturing sector consists of a diverse list of stakeholders representing motor 
vehicle manufacturers, component manufacturers, labour unions, government departments 
and industry associations. 
 
The Motor Industry Development Programme delivered significant progress in the number of 
vehicles produced in South Africa and the biggest growth was in the export of vehicles. 
Employment creation on the other hand did not see the same levels of growth as motor 
vehicle and component production. The purpose of this study was to identify and clarify what 
the variables are that influence employment creation and to develop a co-operation 
framework that would guide the automotive cluster stakeholders to work on employment 
creation initiatives as a collective. 
 
The survey questionnaire results representing the perception of managers showed that: 
- DTI Incentives schemes linked to employment creation; 
- Productivity, Technology and employment; 
- The role of competitiveness in the auto cluster; 
- Labour Union Collective bargaining; 
- Investment climate and infrastructure; 
- Education and skills development; does have an influence on employment creation in 
the automotive cluster. 
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CHAPTER 1 
SCOPE OF THE STUDY 
1.1. INTRODUCTION 
 
Employment and the economy are two words that are often used in the same context. The 
Economy is perceived to be the vehicle that puts people in jobs (Brynjolfsson and McAfee, 
2012) that provide meaningful employment.  As the economy travels through cyclical 
expansion and contraction as demand and supply for goods and services increase and 
decrease, employment increases and decreases as well.  
 
Another perspective linked to employment and the economy is the concept of decent work 
(Cohen and Moodley, 2012) which includes earning an adequate wage in order to sustain 
family life and contribute to bring stability in communities and countries. The International 
Labour Organisation (ILO, 2013) has four strategic objectives and one of these includes the 
subject of decent work. The contribution of the International Labour Organisation is in the 
form of policies and programmes that for instance promote employment creation because the 
ILO believes that employment creation impacts on economic progress and social 
advancement. Economic progress increases the prospects of employment expansion and the 
availability of meaningful jobs. 
 
The South African Government is one of the countries that subscribe to the policies and 
programmes of the ILO. Governments around the world create policies that are based on ILO 
guidelines and these same Governments intervene through local institutions in order to 
influence the economic development and social progress. The Government of South Africa 
also pledge to incorporate the concept of decent work into national development strategies. 
 
An important document linked to economic growth is the National Development Plan 2030 
(2012) which sets out to influence the development trajectory of South Africa for the good of 
all its citizens.  

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Some of the objectives and actions set in the National Development Plan 2030 (NDP) are to: 
• Raise employment levels by almost double;  
• Put more adults in jobs; 
• Remove constraints on growth and investment that lead to job creation. 
 
The background provided in the first few paragraphs sets the scene on why the topic was 
chosen. The automotive sector provides a large number of jobs to people in South Africa and 
since the author has been employed in the sector for a number of years it was fitting to 
undertake a study into why employment growth in the automotive sector has not been 
commensurate with growth in vehicle sales.  
 
1.2. PROBLEM STATEMENT 
 
The manufacturing of Motor vehicles and components require stability as far as employment 
is concerned. Modern vehicle assembly lines require significant investment in equipment and 
training of employees to operate the expensive equipment. The management of vehicle 
assembly and component manufacturing operations thus need employees that are properly 
trained and productive. The combination of properly trained and productive employees 
contributes towards lowering production cost (Schroeder, Goldstein & Rungtusanatham, 
2011). 
 
Within the context of the economy and employment, the South African Government sets out 
to put people back to work using a targeted Industrial policy. One such policy is the Industrial 
Policy Action Plan 2013/14 -2015/16 (Department of Trade and Industry, 2013). One of the 
spill-over objectives of the targeted policy is to facilitate an environment that allows more 
previously disadvantaged people to participate meaningfully in the economy (IPAP, 2010, 
p.15).  
 

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Leveraging on the investment of motor vehicle assemblers and component manufacturers in 
plant and equipment, the South African Government aims to reduce barriers in the 
employment creation process through incentive programs. This study sought to identify the 
variables that influence employment creation in the South African motor vehicle assembly 
and component manufacturing sector and to provide a possible co-operation framework that 
could be implemented in order to drive economic growth by putting people back in jobs. 
 
Figure 1.1 below illustrates a structural overview of the South African Automotive sector and 
it forms the basis for narrowing the scope of study. 
Figure 1.1: Automotive Cluster Map 
 
Source: South Africa Automotive Cluster, Harvard Business School (2012) 
 
The South African Automotive Cluster stretches from basic materials, manufacturing to 
retail. Government agencies and industry institutions also form an important part of the 
industry. For the purpose of this study a review was done considering an Original Equipment 
Manufacturer (OEM) in the Auto Assembler section as well as selected Tier 1 suppliers in the 
manufacturing section. Linked to manufacturing, the review also took government agencies, 
research and development agencies as well as industry institutions into consideration. 
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Figure 1.2: 
The value of automotive exports has increased significantly 
over the 10 years from 2001 to 2011. In contrast to this 
growth, employment in the automotive sector has been 
stagnating (Alfaro, Bizuneh, Moore, Ueno, Wang, 2012). 
 
 
The intended contribution of the study was to clarify slow 
employment growth in the South African automotive sector. The automotive sector advocates 
for government incentives and the South African Government sees the sector as an important 
part of the economy to create jobs.  
 
By providing clarity both the government and the sector participants can work towards the 
achievement of goals and objectives that include increased employment, increased production 
and economic growth. 
 
1.3. RESEARCH OBJECTIVES 
1.3.1. Primary objective 
 
The primary objective of the study was to clarify if the independent variables had any 
influence or impact on employment creation (growth or stagnation) in the South African 
vehicle assembly and component manufacturing cluster.  
 
The results from this study is made available to the automotive cluster participants identified 
in the cluster map in order to improve understanding that employment levels can be 
influenced or not by the independent variables. 
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1.3.2. Secondary objective 
 
Secondary research questions linked to the primary objective forms part of the investigation. 
The questions are as follows: 
- How can the automotive sector stakeholders work towards aligned employment 
creation objectives? 
- How can a detailed research methodology be established for future reproduction? 
 
1.3.3. Research design objectives 
 
In order to achieve the primary and secondary objectives the following research design 
objectives were pursued:  
- a secondary literature review to gather information in order to understand the 
identified variables were conducted; 
- From the literature review, a questionnaire was constructed to use as an instrument in 
order to collect primary data from the selected sample; 
- A mail and interview survey were administered; 
- Data from the survey was analysed using an excel based software programme; 
- Survey results were interpreted and conclusions were drawn; 
- A focus group was assembled to discuss the empirical findings. 
 
1.4. METHODOLOGY 
1.4.1. Research paradigm 
 
This study is based on a positivistic paradigm because the influences of the independent 
variables were researched in order to prove if there is a relationship with the dependent 
variable. A test of the means against a reference constant was done as well as a standard 
deviation test. In addition, a Cohen’s d test was done to measure practical significance. 

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A quantitative research methodology were used to understand and explain the phenomenon of 
employment stagnation or growth in the automotive assembly and component manufacturing 
cluster by investigating the possible related independent variables. Insight were sought to 
understand whether the identified independent variables can potentially be influenced to 
improve the employment situation in the automotive sector.  
 
The author also decided that the option of using an interpretivistic approach would be kept 
open as some of the elements of the study required the use of the interpretivistic approach. 
The use of this approach was however kept to a minimum. The reason for this is because with 
interpretivism the researcher is in close contact with the subjects that are being researched 
and hence find it impossible to isolate the societal domain from their own (Smith, 1983).  
 
The abovementioned research objectives were achieved by way of probing and undertaking 
the following activities: 
- Doing a secondary literature review on the independent variables in order to gather 
information and understanding; 
- Constructing a questionnaire in order to collect primary data on the identified 
variables; 
- Testing the established questionnaire by doing a pilot study; 
- Use any findings from the pilot study to optimise and improve on the initial 
questionnaire; 
- Conducting a questionnaire survey of 100 managers in the Eastern Cape and Gauteng 
representing an OEM, six 1st Tier suppliers, Government (The DTI), Labour 
(NUMSA) and Industry Institutions (NAAMSA, NAACAM, AIDC); 
- Capturing the data in a Microsoft excel software application; 
- Use the STATISTICA software application to analyse the data collected; 
- Interpret the results from the STATISTICA analysis and draw conclusions; 
 
A focus group was assembled to discuss the empirical results and present the results to the 
stakeholders of the automotive sector. 
	
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1.4.2. The sample 
 
The unit of analysis included 100 individual managers (commercial and operations line 
function) at a General Manager and Middle Manager level in automotive companies that 
include motor vehicle assembly and automotive component manufacturers. In addition to 
OEM’s, representatives from the DTI, NAAMSA, NAACAM, AIDC and NUMSA 
concluded the sample. The geographical regions include Gauteng (Johannesburg/ Pretoria) 
and the Eastern Cape (East London and Port Elizabeth). The sampling method used included 
a non-probability method and the type, convenience sampling. The motivation for choosing 
this type of sampling was the ease of use and the financial constraints associated with 
gathering data. Some of the independent variables might be considered to contain 
confidential information by the respondents and hence the reason why the researcher has 
chosen to select convenience sampling.  
 
1.4.3. The measuring instrument 
 
The measuring instrument that was planned was a self-constructed questionnaire which 
contained mostly closed questions on the independent variables. The researcher did a 
literature review on the independent variables in order to obtain sufficient knowledge in order 
to formulate the questions in a logical and structured manner. The questions were planned to 
be anchored on a five point Likert scale that range from strongly agree to strongly disagree. 
According to Norman (2010), it can be assumed that the numbers collected in questionnaires 
using a Likert scale can be used to make inferences about underlying characteristics of 
problems under study.  
 
This statement was used as a basis for selecting the use of a Likert scale. Respondents were 
requested to rate their agreement or disagreement with a statement on the independent 
variables. Respondents were also assured that the data that is collected would be aggregated 
and presented in a form that would maintain confidentiality. 
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The following variables were measured based on secondary literature sources to determine if 
they potentially have any influence on employment creation stagnation or growth in the 
automotive assembly and component manufacturing cluster: 
 
- DTI Incentives schemes linked to employment creation; 
- Productivity, Technology and employment; 
- The role of competitiveness in the auto cluster; 
- Labour Union Collective bargaining; 
- Investment climate and infrastructure; 
- Education and skills development. 
 
 
1.5. INDEPENDENT VARIABLES AND HYPOTHESES  

The author deliberated on the independent variables that potentially have an influence on 
employment creation after discussion with four of the automotive cluster participants. The 
independent variables were selected due to the fact that these variables cover some area of 
responsibility of most of the automotive cluster participants. Since employment creation is 
such a broad topic, the author felt compelled to include areas of responsibility that might be 
able to shed light on the problem statement. 
 
The independent variables identified for investigation includes the following: 
• Government incentive schemes linked to employment creation (ISLE); 
• Productivity, technology and employment creation (PROTEM); 
• The role of competitiveness in the auto cluster (RCAC); 
• Labour union collective bargaining (LUCB); 
• Investment climate and infrastructure (ICI); 
• Education and skills development (EDSK).

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In order to achieve the research objectives the author formulated the following Null 
hypotheses based on the independent variables: 
 
H01 = Government incentive schemes does not influence employment creation. 
H02 = Productivity and the use of technology does not influence employment creation. 
H03 = Competitiveness pressures does not influence employment creation. 
H04 = Labour union collective bargaining does not influence employment creation. 
H05 = FDI and available infrastructure does not influence employment creation. 
H06 = Education levels and available skills does not influence employment creation. 
 
The hypotheses were intended to test the influence of the independent variables on the 
dependent variable. The dependent variable for the purpose of this study is employment 
creation in the automotive cluster. The test was thus to determine whether the independent 
variables has an influence on employment creation in the automotive cluster. The dependent 
variable will be discussed further in Chapter three. The following key concepts provide some 
background information related to the problem statement and variables investigated. 
 
1.6. DEFINITION OF KEY CONCEPTS 
 
1.6.1. Employment creation and decent work 
 
Decent work goes beyond the scope of a source of income for workers. According to Cohen 
and Moodley (2012) which cites the International Labour Organisation (ILO) guidelines, 
decent work also includes family stability, community peace and stability and economic 
growth. Coupled with decent work is the concept of job creation.  
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Governments that pledge to implement ILO guidelines establish and implement Government 
assisted programmes in order to foster employment creation that sustains decent work. Cohen 
and Moodley (2012) go further to state that South Africa has a decent work deficit and 
employment creation is imperative to alleviate the problem. 
 
1.6.2. Use of Technology 
 
A large portion of automotive production system technology is developed to control the flow 
of production. The production facility, vehicle parts and labour has to be available at the right 
time and in a specified sequence in order to run an efficient production process. Golinska, 
Fretsch and Pawlewski (2011) states that automotive production is highly competitive and 
manufacturers have to operate in a complex system in order to produce what customers 
require at the right time, the right quantity and the right quality level.  
 
Collective bargaining is linked to this because the flow of production is heavily influenced by 
the critical element of labour. Organisations invest a large amount of money in making 
inventory available from suppliers in order to fulfil master production schedule plans. The 
author used this interrelationship to select the use of production technology in the automotive 
manufacturing process as an independent variable and its influence on employment creation. 
 
1.6.3. Collective Bargaining 
 
The Labour Relations Act (1995) makes provision for collective bargaining under Chapter 
III. Contained in this section is part A which deals with organisational rights, part B which 
deals with collective agreements and part C which deals with bargaining councils. This part 
of the Act effectively governs the relationship between employers and labour unions in the 
workplace as far as collective bargaining is concerned.  
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The collective agreements reached between the employers and labour unions sets out to 
contribute to the establishment of a workplace that fulfils ILO guidelines on decent work and 
employment creation. It is within this context that the author selected collective bargaining as 
an independent variable because of the influence of collective agreements on the ability of 
organisations to create employment. 
 
1.6.4. Competitive Forces 
 
Porter (2008) defines five competitive forces that are at play in an industry. Reference is 
made to customers, suppliers, potential entrants, substitute products and in the middle of it all 
is the competitive interaction within the industry. Porter (2008) also concludes that the 
strongest force in an industry determines the profitability of the industry.  
 
The automotive industry competitive forces have intensified because of the interdependence 
of labour, suppliers and vehicle manufacturers to function in unison. Research conducted by 
Golinska, Fretsch and Pawlewski (2011) puts a lot of emphasis on managing the flow of 
production and this know-how provides the competitive advantage to vehicle manufacturers, 
suppliers and labour to influence profitability. 
 
1.6.5. Government incentives schemes 
 
The Department of Trade and Industry considers the Manufacturing sector an important 
sector due to its contribution to the Gross Domestic Product of South Africa and the number 
of people that are employed in the industry (IPAP, 2013). This is one of the reasons why the 
automotive sector receives incentives from the DTI in order to invest in plant and equipment. 
Kaggwa, Steyn and Pouris (2010) states that this is a global phenomenon and that there are 
no formal process to guide the offering of incentives to industry.  
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The decision to allocate incentives is based on judgement rather than a formal process. This 
makes the objective measurement of the effectiveness in the industry difficult. Considering 
that the South African Automotive sector relies on the incentives to equalise disadvantages 
like being located far away from big markets. This fact makes it important to find out what 
the industry stakeholders perceptions are about the application of incentives. 
 
1.6.6. Industry institutions 
 
Industry Institutions like NAAMSA, NAACAM and federations like NUMSA plays an 
important role in the South African Automotive industry because each of them represents the 
interest of a large constituency. These institutions consolidate the requests and needs from 
that particular institutional or federation members and this forms the basis for negotiating 
with the government and other parties. 
 
1.7. OUTLINE OF THE STUDY 
 
The study consists of six chapters. The scope of the study, problem statement, research 
objectives and methodology and measuring instrument is outlined in Chapter one. Chapter 
two contains a literature review of the employment creation and the identified independent 
variables that potentially influence employment creation. 
 
A theoretical stakeholder framework is discussed in Chapter three that could be employed by 
South African Automotive sector stakeholders in order to generate coordinated objectives to 
grow sustainable employment in the industry. The theoretical framework is also the basis to 
link the independent variables to the dependent variable. Chapter four discusses the 
methodology of the study and the empirical results. This includes the paradigm used by the 
author, the sample as well as the instrument employed. The empirical results are presented in 
a detailed format in chapter five. 
 
The results are discussed in the final chapter six and recommendations presented to the South 
African automotive sector stakeholders. 
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CHAPTER 2 
THE AUTOMOTIVE MANUFACTURING SECTOR AND EMPLOYMENT IN 
SOUTH AFRICA 
 
2.1 INTRODUCTION 
 
 
The automotive manufacturing sector is the largest contributor of manufactured products in 
South Africa. According to the DTI (2012) the sector contributed approximately 6.8% to the 
country’s GDP of approximately ZAR 2960 billion in 2011. 
 
The automotive manufacturing sector also links across other sectors that provide services and 
raw material needed in the manufacturing process of vehicles and vehicle components. The 
linkages provide an opportunity to increase the multiplier effect of incentivising the 
automotive manufacturing sector with the benefit being recognized in the other sectors as 
well. This phenomenon makes the automotive sector an important part of the South African 
economy.  
 
Because the automotive sector is a key driver in the economy, the creation of employment 
becomes an important measure to grow the South African economy. It is for this reason that 
the author decided to investigate the historic development of employment creation in the 
sector. 
 
 
The focus of this chapter is on doing a literature review on the independent variables 
identified in chapter one. Reference is made to the study commissioned by the Fund for 
Research into Industrial Development, Growth and Equity (FRIDGE, 2005) that researched 
employment levels in the South African automotive sector. From this study the author 
conducted a literature review in order to build on the study commissioned by FRIDGE in 
order to clarify if more independent variables contribute to the slow employment growth 
experienced in the automotive sector.  

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2.2 EMPLOYMENT CREATION IN THE CONTEXT OF THE SOUTH AFRICAN 
AUTOMOTIVE SECTOR 
2.2.1 Overview and structure of the South African automotive manufacturing sector 

The South African automotive manufacturing sector is comparatively small in relation to the 
automotive manufacturing sector in the rest of the world. The structure of the local industry 
reflects the global structure with a relatively small number of OEM’s that buy vehicle 
components from component manufacturers that also supply the aftermarket. This represents 
the supply side of the sector.  
 
Table 2.1 below illustrates the automotive clusters situated in the four provinces. The most 
significant is the Gauteng province with the most OEM’s represented there and the most 
component manufacturers. Another key statistic is the registered vehicle population (parc) 
which reflects the highest number of registered vehicles for Gauteng. 

Table 2.1: Automotive Clusters- key features: 2010 

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The OEM’s listed in table 2.1 are represented by the National Association of Automobile 
Manufacturers of South Africa (NAAMSA) together with several vehicle importers. The 
component suppliers are represented by the National Association of Automotive Components 
and Allied Manufacturers (NAACAM). Further industry bodies include the Automotive 
Industry Export Council (AIEC) which has the mandate to provide a link between export 
promotion in the private sector and the Department of Trade and Industry.  
 
To illustrate the contrast of the supply side of the South African automotive manufacturing 
sector; in global terms the sector only produced 539 424 units in 2012 according to the 
International Organisation of Motor Vehicle Manufacturers (OICA, 2012) which constituted 
0.64% of global production numbers. This means that the industry is very small and the 
integration of the local industry into global supply chains is no small feat. The local industry 
evolved under protection and this lead to operations being inefficient and costly.  
 
With the integration of the industry into global supply chains, local firms were forced to 
become efficient and offer products at competitive prices. Black and Bhanisi (2006) analysed 
the impact of globalisation on the South African automotive industry and expanded on the 
realignment of the local industry in order to link into global supply chains. The remote 
location of South Africa in relation to major markets was also pointed out as a constraint in 
the development of the local industry. 
 
Table 2.2 below is an extract from the OICA world vehicle production statistics for years 
2011 to 2012 and it shows the total production volume of vehicles around the world. 
Interesting to note is that vehicle production numbers declined in Brazil, grew substantially in 
Russia and grew only marginally in India and China. South Africa only saw an increase in 
production volume of 1.3%. These numbers demonstrate the contradicting trajectories of the 
BRICS nations that are considered to be the driving force behind world economic growth at 
present.


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Table 2.2: Total World Vehicle production 

 
On the demand side the automotive manufacturing sector has seen significant growth and the 
opening statement of chapter two is testimony to the fact that the industry contributes 
noticeably to the GDP of South Africa. The DTI introduced the MIDP in 1995 in order to 
increase the competitiveness of the local industry and to promote exports.  
 
The Automotive Industry Export Council (AIEC) stated in a report compiled by Lamprecht 
(2013) that the growth rate of local vehicle production volumes increased from 389 392 units 
to 539 538 units between 1995 and 2012. This significant increase in production volumes is 
evidence that the MIDP contributed to the growth of exports. A small deviation was noted 
between the growth rate numbers reflected by the OICA and the AIEC for the same period. 
 
From the statistics in Table 2.3 below it becomes evident that the growth in local production 
numbers can be attributed to the growth in vehicle export volumes. Vehicle exports grew 
from 15 764 units in 1995 to 277 893 units in 2012. Other noteworthy facts are that the 
average number of vehicles produced per employee grew from 10 units in 1995 to 18 units in 
2012 and the number of vehicle platforms reduced from 41 to 13 in the same period. 
ALL VEHICLES 2011 2012 % change % of total
 EUROPE 20 954 070 19 821 461 -5.4% 23.56%
FRANCE 2 242 928 1 967 765 -12.3% 2.34%
GERMANY 6 146 953 5 649 269 -8.1% 6.71%
UNITED KINGDOM  1 463 999 1 576 945 +7.7% 1.87%
RUSSIA 1 990 155 2 231 737 +12.1% 2.65%
TURKEY 1 189 131 1 072 339 -9.8% 1.27%
AMERICA 17 793 809 20 023 353 +12.5% 23.80%
 - NAFTA 13 477 706 15 794 590 +17.2% 18.77%
CANADA  2 135 121 2 463 732 +15.4% 2.93%
MEXICO 2 681 050 3 001 974 +12.0% 3.57%
USA 8 661 535 10 328 884 +19.3% 12.28%
 - SOUTH AMERICA 4 316 103 4 228 763 -2.0% 5.03%
BRAZIL 3 407 861 3 342 617 -1.9% 3.97%
ASIA-OCEANIA 40 575 512 43 709 999 +7.7% 51.95%
AUSTRALIA 224 193 209 730 -6.5% 0.25%
CHINA 18 418 876 19 271 808 +4.6% 22.90%
INDIA 3 927 411 4 145 194 +5.5% 4.93%
JAPAN 8 398 630 9 942 711 +18.4% 11.82%
AFRICA 556 637 586 396 +5.3% 0.70%
SOUTH AFRICA 532 545 539 424 +1.3% 0.64%
TOTAL 79 880 028 84 141 209 +5.3%
(/;1<)
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Table 2.3: MIDP key performance indicators: 1995 vs. 2012 
 
 
The demand side of the industry is also off-set by the imports of fully built up vehicles, 
components used in local production and aftermarket parts. The automotive industry has seen 
a significant increase in automotive imports and vehicles from 1995 to 2012. According to 
Lamprecht (2013), total automotive imports increased to R136 billion in 2012 from the R16 
billion in 1995. The AIEC stated that the bulk of the 2012 automotive trade deficit of R49.2 
billion is attributed to aftermarket part imports and the weakness of the Rand. This statement 
was also confirmed in an Engineering News article (2013) quoting the Executive Director of 
NAACAM Roger Pitot.  
 
Table 2.4 below illustrates the contribution of the automotive sector to the economy in the 
form of exports and the trade deficit caused by imports from 1995 to 2012. The import 
figures in table 2.4 includes companies that only import and distribute vehicles. These 
companies manufacture in other countries and are able to offer imported vehicles to local 
consumers that are spoilt for choice of products on offer. 
Source: AIEC 

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Table 2.4: South African automotive sector's contribution to total South African exports and 
imports: 1995 to 2012 
 
In addition to the industry role players listed in table 2.1 further important players include the 
National Union of Metalworkers of South Africa (NUMSA) which represent employee 
interests and the Retail Motor Industry Organisation (RMI) which represent vehicle retailers. 
From an industry development perspective, the Automotive Industry Development Centre 
(AIDC) was established in 2000 to assist the automotive industry amongst other things in 
developing suppliers, logistic chains, human resources and small medium and micro 
enterprises. 
 
A facet that also needs to be mentioned is the fact that labour relations legislation in South 
Africa makes provision for collective bargaining and this affects all industries in South 
Africa. The Motor Industry Bargaining Council (MIBCO) is the motor industry council with 
the mission of creating and maintaining industrial peace and stability in the motor industry. 
 
Year Total SA Exports (R billion)
Total Automotive 
exports 
(R billion)
Automotive 
exports as a % 
of total SA 
exports
Total SA Imports 
(R billion)
Total Automotive 
imports 
(R billion)
Automotive 
imports as a % 
of total SA 
imports
1995 102,1 4,2 4,1% 101,1 16,4 16,2%
1996 115,4 5,1 4,4% 116,9 19,2 16,4%
1997 131,5 6,6 5,0% 129,8 17,2 13,3%
1998 145,0 10,1 6,9% 144,0 19,9 13,8%
1999 165,6 14,8 8,9% 147,4 22,8 15,5%
2000 210,4 20,0 9,5% 188,1 29,7 15,8%
2001 215,3 30,0 13,9% 215,4 38,0 17,6%
2002 314,1 40,1 12,8% 274,5 50,2 18,3%
2003 273,3 40,7 14,9% 257,0 49,8 19,4%
2004 292,1 39,2 13,4% 304,7 58,0 19,0%
2005 327,1 45,3 13,8% 349,2 72,5 20,8%
2006 394,0 54,7 13,9% 462,6 88,5 19,1%
2007 491,3 67,6 13,8% 561,2 102,2 18,2%
2008 656,0 94,2 14,4% 727,6 108,9 15,0%
2009 513,9 61,0 11,9% 541,2 79,9 14,8%
2010 590,0 69,5 11,8% 585,2 100,2 17,1%
2011 712,1 82,2 11,5% 729,0 120,8 16,6%
2012 717,9 86,9 12,1% 835,6 136,1 16,3%
Source: AIEC, SARS

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Collective bargaining deadlocks have resulted in frequent strike action in recent times and 
media agencies report that this is influencing a number of things. Business Unity South 
Africa Chief Executive Officer Majokweni (2013), states that although legislation permits 
industrial action, the converse is that strikes are impacting on jobs, economic stability and 
growth as well as investor confidence. Majokweni goes further to state that the structures that 
were put in place to promote collective bargaining that would avoid industrial action are 
becoming irrelevant. Decent work and the protection of workers was not called in question 
but rather the fact that all stakeholders are not working towards a common objective of 
growing business and creating jobs. 
 
Looking at the industry structure from the supply side and the demand side it appears that the 
right conditions are present that would contribute towards sustained employment growth in 
the industry. On the other side, relationships between employers and employees are 
deteriorating as far as collective bargaining is concerned and this unquestionably points to a 
factor that inhibits job creation growth and it could provide a reason to increase 
mechanization. 
 
2.2.2 The link between investment, production and employment 

The National Development Plan 2030 (2012) points out that South Africa must increase 
effective partnerships across society in order to raise confidence, investment, employment, 
productivity and incomes. The NDP goes further to state that a capable state is required to 
redress inequities and provide a platform for the private sector to invest in operations in order 
to employ people and penetrate global markets. 
 
South Africa faces an economic challenge that places the economy in a middle income trap. 
The economy is faced with a low savings culture, low levels of competition for services and 
goods offered and a large number of workers with a poor skills profile that cannot enter the 
labour market. The NDP 2030 expands on the link between investment, production and 
employment by putting forward a number of proposals.  

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By investing in infrastructure, the state would enable an environment that promotes 
efficiency and reduce costs for individuals and businesses. Once business sees a potential for 
market growth, investment in capital goods will follow that would in turn increase the need 
for employment. Coupled with investment in infrastructure must be improved service 
delivery that would be achieved through regulatory reform and competition law. These 
initiatives would be aimed at improving behaviour and productivity. 
 
For the automotive sector specifically the link between investment, employment and 
productivity is demonstrated with the figures in table 2.5 below. It shows the industry 
performance from 1995 to 2011. Investment by OEMs grew from R0,8 billion in 1995 to 
R3,9 billion in 2011 with the highest investment seen in 2006. Production volumes grew from 
388442 units to 532545 units. This correlates well with the increase in investment by the 
OEM’s. Employment numbers showed a small increase over this period but not as significant 
as the increase in investment and production volume. The purpose of this study was to look 
into the factors that influence the growth of employment. 

Table 2.5: Industry Performance 1995 - 2011 



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2.3 THE IMPLICATION OF EMPLOYMENT CREATION IN THE SOUTH 
AFRICAN AUTOMOTIVE SECTOR 
2.3.1 DTI Incentives schemes linked to employment creation 
 
The Department of Trade and Industry issued the Industrial Policy Action Plan (2013) in line 
with the goals set by the vision of the National Development plan 2030. The IPAP is part of 
the New Growth Path and forms one of its key pillars. With the New Growth Path (NGP) the 
Government sets out to restructure the economy of South Africa in order to improve the 
uptake of labour into the economy and the growth rate of the economy. The South African 
Government sees the New Growth Path as the vehicle that will identify sectors where large 
scale employment creation is possible and to develop policies that would facilitate 
employment creation in those sectors. 
 
This is where the Industrial Policy Action Plan fits in because the NGP cannot merely 
identify sectors and products with the view that the rest will fall into place. The IPAP is used 
to re-industrialise sectors from the opportunities identified in the NGP that would be able to 
facilitate large scale employment creation with the support of policies put in place by 
Government. The manufacturing sector is one of the prioritised sectors of the NGP and it is 
included in the IPAP as a priority sector. 
 
The IPAP 2013/14 – 2015/16 saw the transition from the Motor Industry Development 
Programme (MIDP) to the new Automotive Production Development Programme (APDP). 
Two of the key objectives of the APDP are to increase the vehicle production volume of the 
industry to 1.2 million vehicles by 2020 and to expand and diversify the motor vehicle 
component supply chain. This falls in line with the link between investment, productivity and 
employment. The DTI estimates that an estimate 160 000 direct jobs can be created in the 
automotive industry up to the year 2020. The MIDP was an export based incentive and the 
new APDP is a manufacturing incentive for companies that produce locally. 
 
 

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The APDP will also be focussing on the following objectives that originated in the MIDP: 
• Improve the industry competitiveness to compete internationally; 
• Improve the trade imbalance by exporting more products; 
• Stabilize and increase employment levels; 
• Increase economies of scale in production by encouraging platform rationalisation; 
• Encourage capital investment in the industry. 
 
In order to deliver on the objectives of the APDP (2013), the International Trade and 
Administration Commission of South Africa (ITAC) make provision for the following 
incentives under the APDP (items listed do not complete the full list): 
• Production Rebate Credit Certificates (PRCC) to final manufacturers of motor 
vehicles and automotive components and tooling. The PRCC is a production incentive 
to final manufacturers that add value and it can be used to reduce the value for 
customs duty purposes of imports into the Southern African Customs Union (SACU). 
• Volume Assembly Allowance (VAA) to motor vehicle manufacturers with a 
production volume minimum of 50 000 units per annum. A calculation methodology 
is applied to determine a company specific percentage by ITAC that would allow the 
South African Revenue Service (SARS) to determine the VAA applicable to the 
motor vehicle manufacturer. The motor vehicle manufacturer can use the VAA to 
reduce the value for customs duty purposes of original equipment components 
imported into the SACU. 
In addition to the PRCC and VAA the DTI also makes provision for an Automotive 
Investment Scheme (2010) that incentivizes light motor vehicle and component 
manufacturers to invest in productive assets to be used in a production process. Minimum 
volume thresholds, exclusions and limitations have been set that manufacturers have to 
achieve in order to qualify for the cash grant payments under the scheme. 
 
The review of the incentives provided by the Government gives an indication that the 
environment for motor vehicle and component manufacturing is supported in order to reduce 
constraints and foster employment growth.

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2.3.2 Productivity, Technology and employment  
 
According to Pretorius (2002) technological innovation in the form of product and process 
designs in developing countries often originate from firms in foreign countries. In South 
Africa the prevalent phenomenon is a high flow of technology transfer in foreign firms 
located in South Africa. The South African Automotive cluster is characterised by OEM’s 
that are owned by mother companies located in other parts of the world. Vehicle designs and 
testing are conducted by the mother companies elsewhere in the world and information on the 
product and process is transferred to the local unit to produce the end product. The transfer of 
technology is done under strict control of the mother company with rigid specification control 
for the product and the process. 
 
The contractual obligations of local OEM’s towards the mother companies elsewhere have 
regressive implications for technological development and innovation in the local auto 
industry. The result points to the following conditions: 
• Proliferation of a underdeveloped culture in innovativeness; 
• Narrow development scope in the areas of capital equipment, automotive knowledge 
and people; 
• Little or no R&D capacity in the phase prior to vehicle or component production; 
• A sub-optimal use of manufacturing technology for production in the developing 
country. 
 
In addition to the literature above, Gastrow and Gordon (2011, p.190) state and cites 
literature from Azra and López (2008); Black (2002); Blömstrom and Kokko (1998); 
Lorentzen and Barnes (2004) to conclude that there are three vital reasons why the 
automotive industry is important for industrial development. These three reasons are: 
• The creation of direct and indirect jobs in the motor vehicle production process as 
well as the value chains linked to motor vehicle production; 
• The knowledge created in the automotive sector is a source that spills over into the 
rest of the manufacturing sector; 

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• The production of vehicles and parts in the automotive sector alleviates pressure on 
the fiscal balance of payments when exports are considered. 
 
The conclusion that can be drawn from the literature above is that the use of technology and 
innovation coupled with government policy support is an essential part of the automotive 
sector. The South African Automotive sector has seen the result of technology upgrades in 
the performance of the industry from 1995 to 2012. Investments by OEM’s have increased 
significantly and this resulted in technology upgrades that led to increased local production 
volumes. Technology upgrades also lead to increased productivity because the average 
number of vehicles produced per employee increased from 10 in 1995 to 18.5 in 2012. 
 
From an employment perspective, Kaggwa, Pouris and Steyn (2007) states that there is a 
contradictory objective when a company procures technologically advanced equipment to 
achieve manufacturing efficiency on the one hand and sustaining and growing jobs on the 
other hand. Global evidence points to the fact that the motor vehicle manufacturing sector 
may not necessarily create a significant number of direct jobs. It is throughout the vehicle and 
component manufacturing value chain that spill over jobs might be created. A study 
conducted by McAlinden and Swiecki (2003) as cited by Kaggwa et al. (2007, p.61) on the 
automotive industry that showed for each direct job created in the automotive industry, 2.9 
more jobs were created up and downstream in the economy. 
 
Kaggwa, Steyn and Pouris (2007) go further to state that the South African Government 
reached a compromise with the industry at the start of the MIDP to ease the employment 
objective and focus on stabilizing the industry. Investment would thus be used to increase 
production levels to achieve economies of scale and improve competitiveness. Increased 
vehicle production levels would require increased input factors like labour and locally 
produced components. The Automotive Production Development Programme further 
supports the objectives that were set out in the Motor Industry Development Programme. The 
focus shifts to volume production and this required increased factors of production.


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2.3.3 The role of competitiveness in the automotive sector 
 
Porter (2008) in his book titled ‘On Competition’ concludes that competition is defined too 
narrowly by managers in business. Managers tend to confine the scope of competition to 
direct competitors. The scope of competition is expanded to include five forces namely: 
rivalry among existing competitors, bargaining power of buyers and suppliers, the threat of 
new entrants to the market and the threat of substitute products. The influence of the five 
forces is shown in figure 2.1 below. 
Figure 2.1: The five forces that shape industry competition. 
 
 
Porter (2008) further concludes that the national competitiveness of a country takes the whole 
economy in perspective and sees the national economic policy playing a leading role. For 
South Africa the similarity can be drawn between the DTI Industrial Policy Action Plan and 
the automotive sector becoming more competitive to supply vehicles and components to the 
global market. 
 
The trend of late has seen multinational companies setting up operations anywhere in the 
world where it is the most cost effective. Markets in most of the western countries are 
becoming saturated and the next frontier is to move to emerging markets where growth is still 
possible.  
Source: On Competition by Michael Porter (2008) 

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This statement is corroborated by an industry report from the Economist Intelligence Unit 
(2013) stating that South Africa is seen as an important low cost supplier of vehicles to 
markets like the EU, US and Asia. On the flip side the distance to these major markets 
remains to be a barrier. This also relates to the NAAMSA figures that show that vehicle 
production volumes have grown significantly since 1995 on the back of exports to key 
markets. 
 
The role of competition is further influenced by the development of clusters. In the South 
African context table 2.1 above illustrates the current clusters in the automotive sector. 
According to Porter (2008), the cluster theory represent a new rational how national, 
provincial and city economies are organised and it defines new roles for governments, 
businesses and industry institutions in striving for improved competitiveness. 
 
Alfaro, Bizuneh, Moore, Ueno and Wang (2012) did a review on the forces impacting the 
South African automotive cluster as a whole and developed a national diamond that depicts 
the positive and negative elements of forces impacting on the success and competitiveness of 
the cluster. Figure 2.2 below illustrates national diamond forces. 
Figure 2.2: Automotive industry National Diamond 
 
Source: South Africa: Automotive Cluster, Harvard Business School (2012) 
	
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From the national diamond, important issues highlighted for the South African automotive 
cluster are: 
• Good capital market and regulation in the financial sector; 
• Lack of scientists and engineers; 
• Destructive employer-employee relations; 
• Big and potentially rich market. 
 
The cluster phenomenon is not a new occurrence because it has led to success in 
competitiveness in most advanced nations. The South African automotive sector has certainly 
become more competitive if the statistics from NAAMSA is taken into account. The 
development of the cluster phenomenon is expanding in the South African automotive sector 
and it can be seen as a proven model for development of the sector.
 
2.3.4 Labour Union Collective bargaining  

Collective bargaining is well established in the South African labour market. Most industries 
have labour union penetration under the regulation of the Labour Relations Act 66 of 1995 
(LRA). Collective bargaining in the mining sector and the manufacturing sector was the 
subject of many news reports in recent times due to the negative connotations associated with 
the protest action resulting from deadlocked negotiations. Businesses coexist with labour 
unions and it is in the interest of workplace participation, collectivism, employee involvement 
and labour peace that the Government introduced the Labour Relations Act 66 of 1995. 
 
In addition to the Labour Relations Act of 1995, three more pieces of legislation was enacted 
through the National Economic, Development and Labour Council (NEDLAC). This includes 
the Basic Conditions of Employment Act no 75 of 1997, the Employment Equity Act no 55 
of 1998 and the Skills Development Act no 97 of 1998. The four laws make for substantial 
coverage of labour regulation in South Africa. 
 

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Wood and Glaister (2008) conclude that by 1985 most of the independent unions merged 
under the umbrella of the Congress of South African Trade Unions (COSATU). Formal 
enterprises with labour union representation account for more than 40% of total business in 
South Africa employing 150 employees or more. Labour unions espouse to fight for worker 
rights and workplace conditions while managers of businesses espouse to be the custodians of 
the profitability of the business according to Boniface and Rashmi (2011).  
 
Managers of businesses seek to have flexible use of human resources and workplace stability 
in the quest for meeting market demand of products. The element that remains elusive in the 
collective bargaining process is consistent joint strategic decision making. Benjamin, Bhorat 
and Cheadle (2010), state that contrasting performances are achieved as far as labour dispute 
negotiations and settlements are concerned because legislation is governed and managed by 
different institutions. Stakeholders representing the different institutions include employer 
and worker organisations, courts of law and dispute resolution institutions, ministries of 
government, bargaining institutions and alliance partners.  
 
All the stakeholders have objectives and pre-set parameters within which to manoeuvre and 
exert influence and the result is a mixed outcome that has an impact on the economy. As an 
example to illustrate the statement; a poorly resourced judicial system will not be able to 
enforce legislation because cases involving labour disputes will take long to resolve and put 
the focus on an inefficient judiciary instead to solving the problems a country experiences. 
 
The motor industry saw protracted industrial action in 2013 and a statement issued by the 
President of NAAMSA (2013) warned that continued industrial action has a negative effect 
on economic growth, production of local and export products, loss of income for workers and 
the economy, reduced foreign direct investment and ultimately lower employment. A similar 
statement was published by Cheadle (BDLive, 2013) advising that a change is needed in the 
behaviour of stakeholders in the labour relations arena.  
 

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The interaction between employers and labour unions were leading to escalating violence and 
the police were unable to cope with the handling of strike action. CEO’s of companies left 
negotiations up to consultants that act on behalf of employer’s organisations and this results 
in messages being relayed back and unwanted outcomes by both labour unions and 
employers.

2.3.5 Investment climate and infrastructure   

Faulkner, Loewald and Makrelow (2013) cites the Commission on Growth and Development 
report (2008) that suggests a country must achieve an investment rate of 25 percent of GDP 
in order to reach and maintain high growth. The investment is financed through domestic 
savings or foreign savings. South Africa has a low savings culture and hence has to fund 
investment through foreign savings. Domestic savings have declined from an average of 20 
percent of GDP between 1985 and 1994 to approximately 14.1 percent between 2004 and 
2007. The decline is seen across the three components of savings, household, corporate and 
government. The deterioration in the savings culture is reflected in the current account deficit 
that peaked at 7.2 percent in 2008. Figure 2.3 below presents an overview of the trade 
balance from 2008 to 2012. 
Figure 2.3 SA Trade balance 
 

Source: Industrial Development Corporation Sectoral trends report (2012) 

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Apart from reducing consumption in the domestic, corporate and public sector to increase 
savings and investment, foreign direct investment can also make a significant contribution. 
The South African government has announced significant investment in infrastructure in 
order to facilitate economic growth. Of particular importance is the investments ploughed 
into for example the Gauteng freeway project and the rail infrastructure and rolling stock 
upgrade. The FRIDGE report (2005) makes reference to the fact that both the ports and rail 
transport offering in South Africa are inefficient and expensive compared to other nations. On 
the other hand the cost of rail is still cheaper than road freight. The use of road transport puts 
additional cost on local producers and results in reduced competitiveness of local firms. 
 
The cost of communication has become a vital element in recent times. Globalization has 
broken down physical location barriers through ground breaking communication technology. 
Telecommunication in particular has emerged as a key ingredient to transact and do business 
across borders. South Africa has been struggling on this front because the cost of cellular 
phone calls as well as internet connections and data transfer costs remains high compared to 
international levels. Faulkner et al. (2013, p.12) cites a report compiled by Noll (2007) and 
Esselaar and Weeks (2008) stating that the low penetration levels of internet users are due to 
slow broadband speeds and the cost of internet access. 
 
From an investment climate perspective as well as infrastructure and communication, the 
South African automotive sector faces significant challenges in the pursuit of global 
competitiveness. 
 
2.3.6 Education and skills 
 
The Growth Commission report (2008), states that a country cannot sustain growth without 
investment in infrastructure, education and healthcare.  Investment in the three areas prepares 
the path for companies to have healthy educated workers available to employ as well as 
usable roads and electricity. South Africa is characterised by a high unemployment rate and 
according to the Growth commission report a skills mismatch can contribute to this.  


The high skills mismatch can be attributed to the education and training systems. It can also 
be attributed to a market distortion which sends the wrong signals to the education system 
about the forecasted skills requirements. If the link between educational institutions and 
industry is not well established, the result will be that people are trained for jobs that are not 
required in the marketplace. With the APDP shifting focus to value add production in the 
automotive sector, a core set of basic cognitive and social skills are required to facilitate 
productive employment because this cannot be merely acquired on the job. 
 
Faulkner et al. (2013) also acknowledges that investing in well-structured education, training 
and skills development policies promotes progress in productivity improvements. The 
performance of South Africa on the education and training front leaves much to be desired. 
The matric pass rate for instance has declined from 73.2 percent in 2003 to 60.6 percent in 
2009. Growing evidence suggests that the outcomes of matric final exams have migrated to 
acquiring basic literacy, numeracy and cognitive skills. A further disappointing statistic is 
that a low average of 20 percent of matriculants move on to higher education and only 17 
percent graduate (Sheppard, 2009). 
 
The constraints pointed out leads to the assumption that if the education and skills gaps are 
not addressed, the economy will be impacted in the form of slow growth and advancement. 
 
 
2.4 CHAPTER SUMMARY 


Chapter two introduced the South African Automotive sector and the importance of the sector 
in the economy of the country. Reference was made to the Fund for Research into Industrial 
Development, Growth and Equity (2005) study into employment in the South African 
automotive sector. 
 


An overview of the industry structure was done in section 2.2, relating the local industry to 
the global industry. A segmentation of the industry was undertaken to explain the clusters as 
well as key role players and stakeholders. The supply side as well as the demand side of the 
industry was explained as well as the link between investment, production and employment. 
An overview was given of the MIDP as well as the new APDP and the differences between 
the two programmes. The MIDP was an export based programme and the new APDP is a 
vehicle manufacturing incentive programme. One of the targets of the new APDP is to 
increase vehicle production to 1.2 million vehicles by 2020. 
 
Section 2.3 also dealt with the literature review of the six identified independent variables. 
The independent variables that were reviewed included: DTI Incentives schemes linked to 
employment creation; Productivity, Technology and employment; the role of competitiveness 
in the auto cluster; Labour Union Collective bargaining; Investment climate and 
infrastructure and Education and skills development. Literature was reviewed with a view to 
explain background on the independent variables and how the variables impacted the 
automotive sector.  
 
Chapter three covers a strategic stakeholder framework that reviews the key success factors 
that would be considered to contribute towards setting objectives that promote employment 
creation. 
 
 
 
 
 
 
 

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CHAPTER 3 
THE CLUSTER CONCEPT AND STAKEHOLDER CO-OPERATION 
FRAMEWORK FOR EMPLOYMENT GROWTH 

3.1 INTRODUCTION 
 
The literature review in Chapter two indicated that the South African automotive sector 
operates in a multidimensional local as well as global environment. The sector is represented 
by a number of stakeholders that each has a pre-determined objective that must be achieved. 
The notion of working together seems to be a challenge because most of the stakeholders are 
coming from a different starting point. Reference was made to a cluster approach in several 
of the literature that was reviewed and this was confirmed by information and statistics 
obtained from industry stakeholders like NAAMSA. Current automotive clusters as per the 
NAAMSA (2010) classification are found in the provinces of Gauteng, Kwazulu-Natal, 
Eastern Cape and the Western Cape. 
 
The basis for chapter three was thus a review of the cluster approach with the view of 
establishing a theoretical stakeholder co-operation framework that allows cluster participants 
to set objectives in order to promote growth of the cluster. The co-operation framework is 
based on proven theory and experience from clusters in Europe since four of the locally based 
vehicle manufacturers are subsidiaries of European companies. The framework also links the 
independent variables of the study to the dependent variable. 
 
3.2 A CLUSTER APPROACH FOR THE SOUTH AFRICAN AUTOMOTIVE 
SECTOR 

The success of business these days depends much more on what is happening outside the 
company although the internal management still remains important. In the South African 
automotive sector this is illustrated by the review in chapter two on industry participants. 
OEM’s are organised under the umbrella of NAAMSA with the intention to represent the 
interest of several businesses as a group.  

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The same goes for component manufacturers under NAACAM and labour unions under 
COSATU. It must be mentioned that COSATU is not the only trade union that are active in 
the automotive cluster, but it has the most significant membership numbers.  
 
Porter (2008, p.215) defines clusters as an agglomeration of enterprises, related suppliers and 
service providers, related industry businesses, industry institutions and tertiary institutions 
that are grouped in geographical locations and compete as well as co-operate in a particular 
industry or field. This definition can be related to the Department of Trade and Industry 
viewing the local automotive sector as a cluster. According to Porter (2008), the cluster 
concept is not an isolated occurrence that allows stakeholders to participate in an economy. A 
cluster is related to competition and having competitive advantage as well as location to 
global markets. 
 
Figure 3.1: Actors on the Cluster stage 
Sölvell (2009) depicts in figure 3.1 the 
participants in a cluster that is 
interconnected and interdependent starting 
with private industry represented by 
upstream and downstream firms in the 
automotive manufacturing value chain. 
Financial institutions provide funding to 
private industry to procure capital 
equipment and resources to run operations. 
Public bodies represent government 
ministries, government agencies and local 
communities.  
 
Academic institutions are represented by Universities, research institutes and technology 
transfer offices. Chambers of Commerce, formal networks and the media makes up the rest of 
the actors. 
 
Source: Clusters, balancing evolutionary and 
constructive forces (2009) 


Governments started to embrace the cluster concept because support for clusters can be much 
more focused in order to grow the economy. A study conducted by Furre (2008) as cited by 
Sölvell (2009, p.23) also showed that most European Union countries had at least one cluster 
programme. Figure 3.2 below illustrates major milestones in the development of the local 
vehicle production with the first locally produced vehicle recorded in the early 1920’s as 
cited by Lamprecht (2013, p.15). Government intervention started in the 1960’s when phase 1 
of the local content programme was introduced.   
 
In the case of South Africa it was evident that the Government considered the automotive 
sector to be important because support for the industry continued over the years. The 
introduction of the MIDP in 1995 and the change over to the APDP in 2013 is evidence that 
the support will continue. 
Figure 3.2: Historic timeline of Government intervention (2013) 
 
Sölvell, Ketels and Lindqvist (2008) builds on the theory of Porter and concludes that the 
success of clusters depend very much on externalities that are specific to the location. Access 
to trained and competent human resources and the availability of suppliers specializing in 
required fields are but some of the externalities that lends advantage to cluster participants in 
the location where the cluster is based.  

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From here knowledge spills over and pressure is created for higher performance and 
competition in the cluster. The proximity of the cluster participants allows them to learn from 
one another and this translates to an upward shift in the performance of the cluster. 
 
Initial debate of clusters focussed on successful groupings like the IT cluster in Silicon Valley 
California, the fashion and textile cluster of Northern Italy and the automotive clusters in 
Southern Germany and Detroit that took years to develop and perfect their international 
importance. This acted as a deterrent for others thinking that it would be impossible to 
replicate such success. The converse is that large scale requirements can be off-set by other 
factors that might be intangible. An example is the success of the South African automotive 
cluster in growing exports to markets like the USA, Europe and Asia from 1995 to 2012.  
 
Simmie (2004) noted the rise in Porter’s theory on the cluster concept and linked it to the 
initial studies conducted by Marshall (1920). The argument presented questioned the fact that 
Governments embraced the Porter theory on the cluster concept without having the evidence 
to support the success of the concept. Simmie (2004, p.1095) stated that agglomerations in 
metropolitan areas have the basis that firms in the so called clusters use the services of one 
another on a pick and mix basis and not because of a strategic significance. The geographical 
boundaries mentioned by Porter can also not be clearly defined because a cluster boundary 
depends on the functional linkage of firms.  
 
The arguments of Simmie (2004) about cluster boundaries can be applied to the South 
African automotive cluster. In table 2.1 NAAMSA makes reference to four automotive 
clusters in the country and although the clusters are situated in four provinces it would be 
impossible for an OEM situated in one province to source all the vehicle components in the 
cluster where it is located. The geographical boundary thus stretches beyond the regional 
cluster boundary and moves it into the territory of a national cluster. This would make the 
complete South African automotive sector a cluster that the Government can focus on when 
deriving national intervention initiatives like the Industrial Policy Action Plan (IPAP).  
 
	

Barnes and Morris (2008) reviewed the factors that nurtured growth in the South African 
automotive cluster as OEM’s linked into global supply chains. The conclusion can be related 
back to the achievement of the cluster to become more competitive. As the pressure increased 
to be more competitive, local OEM’s were forced to: 
1. Put pressure on local component suppliers to come up with value addition and value-
add engineering to reduce costs; 
2. New models had to have less input cost and increased quality levels; 
3. Just-in-time supply chains with frequent deliveries were optimised and this was 
coupled with rigorous internal control and reduced working capital; 
4. Quality standards like ISO/TS 16949 were enforced by OEM’s and component 
suppliers had to reduce faults per million (ppm) parts delivered to OEM’s; 
5. Environmental standards also formed part of enforcement control by OEM’s as 
component suppliers were obliged to adhere to agreed norms. 
 
Clusters also move through a lifecycle from an Entrepreneurship phase to maturity and then 
onto a renaissance or decline phase. Sölvell (2009, p.15) states that most clusters are not 
planned in the sense of the word as it is known. As the participants start to agglomerate, key 
players realize an opportunity and an entrepreneurship phase is born. The participants build 
on the starting foundation and moves to the next level of achieving economies of scale. 
Because the environment is changing continuously, players in the cluster must also adapt in 
order to progress to the next level. Increased competitiveness generally leads to a new 
renaissance in the cluster. Too much government support or a drastic change in technology in 
other regions normally leads to a fading cluster and turning it into a museum piece. 
 



Figure 3.3: The cluster lifecycle 
 
 
From the literature it comes to the fore that the automotive cluster concept in South Africa is 
developing and the policy objectives from the DTI is bearing results because the growth in 
terms of vehicle production and exports in the cluster is evident. The structure is in place and 
the cluster participants are co-operating in one form or another in the quest to meet their 
individual objectives and inadvertently drive the success of the cluster.   
 
The next issue to be addressed is a strategic stakeholder framework that could potentially 
give the cluster added focus in deriving objectives and setting long term targets. The primary 
purpose of this study was to assess employment creation inhibitors or growth factors and to 
establish a strategic stakeholder co-operation framework. Up to this point a literature review 
was done on the independent variables that influence employment growth as well as the 
cluster concept in the automotive sector. The focus of the next section is to discuss 
automotive cluster stakeholder co-operation with the understanding that an overview of the 
independent as well as dependent variable has been covered in the previous sections. 
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3.3 STRATEGIC STAKEHOLDER COOPERATION KEY SUCCESS FACTORS 
FOR THE AUTOMOTIVE CLUSTER 

3.3.1 Fundamentals of a stakeholder co-operation framework 

The review of the South African automotive cluster participants showed that the list stretched 
from vehicle manufacturers, component manufacturers, labour unions, Government to 
industry associations and more. This means that collaboration in the automotive cluster 
would require efforts from all the participants in order to make development initiatives a 
success for the whole cluster. The jurisdiction stretches from public into private space and 
this blurs the line of responsibility.  
Crosby and Bryson (2005, p.184) discusses a shared power model where no one is 
responsible. In the ideal world an organisation has a pyramid structure with a CEO or small 
Board of Directors that sets policies and direction that all members of the business must 
adhere to. In the case of the automotive cluster this model does not apply because of the 
diverse participant list. 
 
Decisions in an organisation are based on rational decision making and problems are solved 
in an efficient manner to serve the need of the business. The decisions of business leaders are 
challenged on a continuous basis because the business is not operating on an island but in an 
interconnected and symbiotic environment that requires it to fit in or be made irrelevant. 
Crosby and Bryson (2005) go further to expand on problem solving by suggesting that 
problems are solved as they are presented to the business leader. The rational planning model 
suggests solving up-and-coming problems first, then programming problems and then 
operational problems. 
 
The automotive cluster shares problems and because no one is in charge there needs to be a 
mechanism how problems are solved that involves a number of participants. In order for the 
cluster to grow, information is shared; activities are performed as a unit and authority and 
power is shared in the areas of responsibility.  


Private businesses have the competence to manage manufacturing operations and 
Government the knowledge to set policy that should benefit all. The result is a shared 
responsibility on power and authority. Private business has the power to generate economic 
activity and Government has the authority to set policy to support economic activity. 
 
 The continuum of organizational sharing was developed by Crosby and Bryson (2005) to 
demonstrate important items that are shared in a multi-party arrangement and the mechanisms 
that must be in place to achieve a successful outcome. 
 
Table 3.1: Continuum of Organizational Sharing 
 
 
From table 3.1 above, information is shared through a mechanism of communication and 
activities and resources through co-ordination efforts. Power is shared by means of 
collaboration and authority can only be shared if there is a merger. For the South African 
automotive cluster it means that the current forums that are in place are there to serve as 
communication platforms. An example would be the OEM procurement council under the 
umbrella of NAAMSA that shares information on procurement activities with the objective of 
increasing local content at an increased competitive level.  
 
In order to comply with its mandate the OEM Procurement Council (2013) developed a code 
of conduct that governs the council and project teams made up of representatives of OEM’s. 
Activities and resources are shared in the project teams as a coordinated effort to start and 
complete localisation projects. 
Source: Crosby and Bryson (2005) 


The stakeholder framework fundamentals are applicable to private business as well as the 
public sector and for this reason it would be well suited to the automotive cluster with its 
multi-party participants. The item that is discussed next is a networking strategy as part of 
stakeholder co-operation in order for the different automotive stakeholders to share 
information on a common platform. 
 
3.3.2 Strategic stakeholder co-operation and networking strategy  

The South African Automotive Week (SAAW) is a prominent event on the automotive 
calendar that is held every two years. The event is sanctioned by NAACAM, NAAMSA and 
the South African Government. From the SAAW report (2012) the event has the following 
objectives: 
• To be the recognized networking event for upstream as well as downstream supply 
chain opportunities in the manufacturing of vehicles and components;  
• To increase international awareness of the auto industry in South Africa and increase 
investment into the country; 
• To stimulate the supply side as well as the demand side of business in the industry in 
the form of business agreements; 
• To promote South Africa as a location of choice for manufacturing and export on the 
African continent. 
 
In order to fulfil the objectives of the networking event, all stakeholders of the automotive 
cluster are represented. A total of 296 one on one matchmaking meetings were organised 
between potential buyers and sellers to foster the signing of commercial agreements. The 
number of trade representatives visiting the event in 2012 totalled 3709. The largest portion 
of international representatives came from Asia, followed by Europe, Africa, North America 
and South America. Figure 3.4 below depicts the distribution of trade visitors over the course 
of the four day event. 
 


Figure 3.4: Daily visitor numbers 
 
 
As far as investment is concerned, projections from the SAAW (2012) is that approximately 
ZAR600 mil worth of automotive investment would be one success story creating an 
estimated 350 job opportunities on a full time basis once the deal becomes a reality. 
Upstream and downstream construction phase jobs would amount to approximately 1400 part 
time jobs.  
 
From the SAAW report (2012) it becomes clear that networking events like the one held in 
Port Elizabeth bodes well for fostering growth of the automotive cluster and subsequently 
employment creation. So far the cluster concept was reviewed as well as a stakeholder 
cooperation framework and a networking strategy. This brings us to measuring the 
performance of the automotive cluster. 
 
3.3.3 Measuring performance of the automotive cluster 

Measuring performance of any activity is important in order to determine if the initiative is 
adding value. Performance is measured from educational institutions to businesses and 
government. In schools children write set exams to measure if the content that has been 
presented by teachers were understood by the pupils.  
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Businesses are measured by financial performance and shareholders invest in businesses if 
they get a satisfactory return on their investment. Governments are measured on service 
delivery and constituents vote against governments if they are not happy with service 
delivery. 
 
The same would apply for the automotive cluster. Some form of measurement criteria must 
be employed to determine if the cluster will mature to a new renaissance level or be reduced 
to museum status. Sölvell, Lindqvist and Ketels (2003) presented a Cluster Initiative 
Performance Model (CIPM) used as a framework that navigates the method to measure 
cluster performance. 

Figure 3.5: Cluster Initiative Performance Model 
Performance is preceded by the 
environment setting followed by the 
objectives to be achieved and processes to 
be followed in the cluster initiative.  
The three items converge to measure the 
performance of the cluster as a whole.



 
The setting covers the business environment as well as policy and this influences the cluster 
strength. The overview of the South African automotive cluster in chapter two provided an 
overview of the business environment in which the industry operates. The South African 
government policy to date over the timeline presented in chapter three demonstrates that the 
policy set by government has been a targeted effort in developing the sector. The initial 
intentions might not have been a plan to establish a cluster as per the definitions that were 
formulated. 
Source: The Cluster Initiative Greenbook (2003) 

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The following item in the CIPM is the objectives that are set for the cluster participants to 
achieve. The objectives range from rare objectives to common objectives. The common 
objectives would be the ones that would be easier to achieve than the rare objectives because 
of the common interest. The objectives are categorised in the following broad groupings: 
• Networking and Research; 
• Commercial cooperation; 
• Cluster policy actions; 
• Education and skills development; 
• Innovation and introduction of technology; 
• Expansion of the cluster. 
 
Networking activities include events similar to the South African Automotive Week. 
Commercial cooperation includes efforts like joint procurement initiatives and promotion of 
exports. Dialogue among cluster participants leads to finding a common understanding of the 
outcomes to be achieved. 
 
The cluster initiative process involves dimensions like planning, governance, financing and 
resources management and a framework for reaching consensus. Some clusters have a 
membership model where the members pay a subscription fee for services rendered to the 
cluster by a facilitator. The membership model can be similar to a membership model 
employed by associations like NAAMSA or NAACAM. This brings us to performance 
measurement of the cluster. The three target areas of measurement are international 
competitiveness, growth of the cluster and goal achievement. 
 
For the automotive cluster in South Africa, the international competitiveness was high on the 
priority list because success has been achieved looking at the increases in exports. Growth of 
the cluster involves new entrants to the cluster and in this category there is still room for 
improvement. The Cluster Initiative Performance Model was used to understand if a cluster 
like the Eastern Cape Automotive Cluster follows a similar model or whether it is based on 
something else.

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3.3.4 Understanding the Eastern Cape Automotive Cluster 

The Eastern Cape Socio Economic Consultative Council (ECSECC, 2012) compiled a report 
on the Eastern Cape Automotive Cluster that recorded where the cluster is coming from and 
what the future trajectory of the cluster will be. The clusters forms an important part of the 
Eastern Cape Economy because four of the OEM’s represented in South Africa has 
manufacturing facilities in the province.  
 
The biggest concentration is in the Port Elizabeth area followed by East London. The central 
strategic intent of the cluster according to the ECSECC report is job creation. This means that 
all the initiatives and action programmes should have a spill over outcome of job creation. 
 
Using the Cluster Initiative Performance model, the setting with the cluster appears to follow 
a comparatively similar philosophy in the business environment because most of the role 
players are represented in the form of the local Government ministries and agencies, OEM’s, 
Component manufacturers, Industry bodies and labour unions. The tertiary institutions 
explicitly mentioned in the ECSECC report are testimony that a contribution from academia 
is supporting development of innovation in the cluster. Government Incentive policy as well 
as Institutional support from bodies like the Eastern Cape Development Corporation (ECDC) 
and the Automotive Industry Development Centre (AIDC) are also mentioned in the report. 
 
From a cluster strength perspective sufficient buyers and sellers are represented, the degree of 
competition is advanced because the role players needed to reduce cost in order to link into 
the global supply chains are present albeit with subsidies from the government. The 
objectives from the cluster are set based on a swot analysis of the Eastern Cape Automotive 
Cluster. Figure 3.6 below shows an overview of the strengths, weaknesses, opportunities and 
threats of the cluster. 

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Figure 3.6: EC Auto Cluster swot analysis 
 
 
The key objectives set by the cluster are as follows: 
• To improve the competitiveness of the cluster; 
• To ensure growth in production volumes and jobs; 
• To ensure that products meet world class standards; 
• To ensure state owned entities like ports and rail improve efficiencies; 
• To drive skills development and transformation in the cluster and foster investment in 
new technologies by OEM’s. 
 
The objectives listed above fulfil the main classification groupings listed in the CIPM. 
 
Source: ECSECC report 2012 
	

As far as the cluster initiative process is concerned not much information around the 
governance and financing as well as resource facilitation and a framework for consensus 
could be found. The Eastern Cape Automotive Cluster agreement (Rijswijck, 2012) was 
however signed by OEM’s (Volkswagen, Mercedes-Benz, General Motors), NAAMSA, 
NAACAM, NUMSA, State owned enterprises like Transnet and Eskom as well as 
Government departments and the Municipality of Nelson Mandela bay. The minister of Trade 
and Industry was also present at the launch. 
 
The signatories to the cluster agreement lend credibility to the process of how the cluster will 
be governed and managed. The last element in the CIPM is performance and how it is 
measured. To date the cluster is in the entrepreneurship phase so measuring of performance 
would not be possible since the cluster track record is not mature yet. The elements reviewed 
so far points to the fact that all the ingredients are present for a recipe of success.  
 
3.4 OPTIMIZING STRATEGIC STAKEHOLDER CO-OPERATION THROUGH 
PROVEN CLUSTER INITIATIVES FROM EUROPE 

3.4.1 The European Cluster Observatory 
 
The European Cluster Observatory (2013) was established in 2007 in order to provide a 
single entry for information and the analysis of clusters in Europe. The observatory provides 
analysed data on the competitiveness of clusters as well as an educational service to clusters. 
The service is aimed at European government officials and policy makers, clusters staff and 
management as well as academics and researchers. The observatory also offers a toolbox with 
a user driven support feedback model and a map of all regional clusters in Europe.  
 
A library is also available with a repository of reports on the clusters in the region. The 
Observatory is under the management of the Centre for Strategy and Competitiveness (CSC) 
at the Stockholm school of Economics. As far as replicating lessons learned from successful 
clusters is concerned, it must be noted that it would be a difficult task to mimic activities 
between countries that have huge differences in structural make up.  



The European Union acts as a body when it comes to economic development and this 
provides an advantage over other countries.  
 
The Cluster Observatory launched the CLUSNET project in 2009 with three objectives to 
further enhance cluster development in Europe. The objectives include: 
• Improvement of the effectiveness of cluster support; 
• To exchange best practice from clusters across Europe; 
• To facilitate trans-national networking between clusters and public officials. 
 
The CLUSNET project (2011) highlighted some fundamental learning points that can be used 
in the South African Automotive cluster as well as the Eastern Cape Automotive Cluster 
discussed in section 3.3.4. From the CLUSNET project the following lessons learned from 
cluster participants can be applied: 
• Government agencies and state owned enterprises learn about the needs of businesses 
and can make decisions to remove obstacles for clusters to grow; 
• Due to collaboration in the cluster, resources are managed and used in the best way 
because common objectives are sought; 
• Larger firms tend to look for internationally recognised innovative suppliers instead 
of looking at small firms in their cluster and region. 
• Big business discredit the idea of approaching Universities for new technologies and 
skills that can be developed jointly; 
• Connections and interactions between cluster participants does not happen 
instinctively because each participant has a different role to play; 
• The potential of clusters in theory is never lived out in practice and this translates into 
missed opportunities; 
Cluster participant interaction from the lessons learned is one of the most challenging things 
to foster. Lindqvist and Sölvell (2011) provided an overview with reasons why interaction 
between participants of a cluster is difficult and what the gaps are that should be addressed in 
order to cash in on the available opportunities.  

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The figure 3.7 below illustrates the weak obstacles and strong obstacles to cluster participant 
interaction. 
Figure 3.7: Cluster obstacles that create gaps 
 
 
The strong obstacle gaps of poor knowledge, sparse networks, language barriers, different 
norms, attitudes and visions and low trust are but some of the obstacles that create gaps in 
fostering interaction between cluster participants. 
 
The type of cluster model also plays a part in the success of the cluster the research found. 
Lindqvist and Sölvell (2011) found that the two most common cluster organisation models 
had different outcomes. Table 3.2 below shows an overview of the two cluster organisation 
models and the characteristics associated with it: 
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Table 3.2: Two common cluster organisation models 
 
 
From the European Cluster Observatory valuable lessons learned can be applied in the South 
African automotive cluster to foster stakeholder cooperation that can lead to the success of 
the cluster. 
 
3.5 CHAPTER SUMMARY 
 
 
Chapter three presented the cluster concept theory as developed by Michael Porter. Cluster 
participants interaction was clarified as well as successes of the local automotive cluster to 
date. The cluster lifecycle concept was introduced and this was followed by the strategic 
stakeholder cooperation framework.  
 
The cooperation framework forms a key part of this research paper because one of the 
secondary objectives of the study was to present a framework that would allow cluster 
participants to work together and align activities with the view to improve employment 
creation. The stakeholder cooperation framework discussed in chapter three drew the link to 
the independent variables identified in chapter one. The interaction between the cluster 
participants was further explained in order to demonstrate that the independent variables were 
selected on the basis of addressing an element of importance from each of the cluster 
participants. 
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Section 3.3.2 dealt with networking in the automotive cluster because through networking 
business deals are made and new ventures created. In section 3.3.3 the Cluster Initiative 
Performance Model (CIPM) was introduced that explained elements that must be in place to 
measure the performance of a cluster.  
 
The Eastern Cape Automotive Cluster was contrasted against the CIPM in order to determine 
if a practical example of the model is in use in South Africa. The last section of this chapter 
dealt with lessons learned from European clusters and ideas that could improve the 
functioning of local clusters in the automotive sector.  
 
Chapter four that follows discusses the research methodology and the empirical results from 
the survey conducted in the automotive cluster. 
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CHAPTER 4 
METHODOLOGY AND EMPIRICAL RESULTS 

4.1 INTRODUCTION 
 
Up to this point the author introduced the South African automotive sector in chapter two 
together with an overview of employment creation in the sector. A literature review was also 
done on the independent variables identified in Chapter one. In chapter three the cluster 
concept theorised by Michael Porter was introduced together with a stakeholder cooperation 
framework. 
 
In this chapter a summary of the research methods is covered as well as an outline of the 
methodology used for this study. Details are provided on the research paradigm, the selected 
sample that was used as well as the measuring instrument. Fundamentals like the measuring 
instrument reliability and data analysis is also discussed. The empirical results from the study 
are presented in the final section of this chapter. 
 
4.2 RESEARCH PARADIGM 
 
A research paradigm is a framework that outlines how to conduct research according to Collis 
and Hussey (2009). At the base of the research paradigm is philosophies and assumptions of 
the realm of knowledge. Reasons and arguments are used to find answers in the pursuit of 
knowledge creation. Two broad paradigms has been established which focusses on positivism 
and interpretivism. Collis and Hussey (2009, p.55) cites theorists like Comte (1798-1857), 
Mill (1806-1973) and Durkheim (1859-1917) and states that positivism originates from the 
theorists. Positivism focuses on the natural sciences which covers research of inorganic 
matter. Interpretivism on the other hand covers the social sciences. Collis and Hussey (2009, 
p.56) also states that interpretivism is associated with Kant (1724-1804) as the founding 
theorist and later further developed by Dilthey (1833-1911), Rickert (1863-1936) and Weber 
(1864-1920). 

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Leedy and Ormrod (2005) further categorises positivism as quantitative research and 
interpretivism as qualitative research. Quantitative research is used to answer questions on 
the associations of the variables under study in order to arrive at answers that explain 
phenomena. Qualitative research in contrast seeks to understand phenomena from the view of 
the subject participant under study. Deciding on the approach to be used in a study depends 
on assumptions drawn by the author of the study. The final decision on the research paradigm 
is also influenced by the characteristics of the two paradigms and there is no right or wrong 
paradigm. There should however be no ambiguity on which paradigm is employed in a study. 
The table 4.1 below provides an overview of the characteristics of the two approaches. 
 
Table 4.1: Characteristics of Quantitative and Qualitative research 
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Maree and Van der Westhuizen (2009) cites McMillan and Schumacher (2001, p.76) in 
noting that it is importance to understand that in quantitative research, the questions to be 
answered by the study is reformulated into informed educated presumptions or (null) 
hypotheses. It could be with or without research (or alternative) hypotheses. Quantitative 
research is based on counting frequencies and doing comparisons. Qualitative research 
questions are formulated as statements or questions and not as hypotheses. Qualitative 
research has a focus on descriptions and typically quotes case studies. 
 
The purpose of this study was to test the formulated hypotheses described in chapter one that 
seeks to find out if the independent variables has an influence on the stagnation or growth of 
employment creation in the South African Automotive cluster. The chosen research paradigm 
was quantitative research based on the characteristics of the two paradigms. A survey was 
conducted in order to analyse whether a relationship exist between the dependent and 
independent variables based on the theoretical framework discussed in chapter three. 

4.3 THE SAMPLE 
 
Zikmund, et al. (2009) relates sampling to part of daily life in order to make it simple. 
Examples ranging from a person skim reading a few pages of a book before making a 
decision to buy the book to a high school student listening to an orientation lecture at a 
university in order to decide whether to enrol at the university or not are but some of the most 
simplistic forms of sampling. These simplistic methods of sampling are not scientific and 
might only be fit for purpose in the situations mentioned above.  
 
Zikmund, et al. (2009) further explains that the purpose of sampling is to take a sample as a 
subset of a population to determine an unfamiliar characteristic of a whole population. The 
population contains the whole group of a common characteristic set of elements and a 
population element denotes an individual participant of the population. Selecting a sample 
speeds up the sampling process and it is also less costly than studying the whole population. 
A census is used to study every element of a population.  


Businesses do not have the time or budget to conduct a census on a particular population and 
hence in most cases a sample is chosen to determine an unknown characteristic. If the 
population elements of a whole population are relatively uniform, a small sample would 
suffice to give a reasonably accurate outcome. 
 
Collis and Hussey (2009) further states that a sampling frame is a record of a population that 
can be used to select a sample from. Random sampling is important for a positivistic study in 
order to construct conclusions that would be applicable to the whole population. Random 
sampling gives any member in a population an opportunity to be chosen in the sample 
selection process and the result is an unbiased subset of the whole population. Results and 
conclusions could thus be generalized to the whole population. 
 
Black (2012) identifies two main categories of sampling namely random (probability) and 
non-random (non-probability) sampling. Black (2012) goes further to conclude that random 
sampling is appropriate because every member in a sampling frame has the same probability 
of being selected in a sample. The converse is true for non-random sampling and this fact 
makes the data collected by this method not ideal for statistical analysis. There are four types 
of random sampling; simple random, systematic, cluster and stratified sampling. There are 
also four types of non-random sampling; convenience, judgement, quota and snowball 
sampling. 
 
For the purpose of this study and due to time and cost constraints a non-probability 
convenience sampling methods was chosen by the author. Part of the reason behind the 
decision was the accessibility of respondents and the cooperation to complete the survey 
questionnaire. Respondents that were at the right time and the right place were included in the 
selected sample (Wegner, 2010). Convenience sampling was thus used to select a targeted 
100 managers at a general management and middle management level from a possible 250 in 
the Gauteng and Eastern Cape automotive cluster. These managers represented vehicle 
manufacturers, component manufacturers, government ministries and agencies as well as 
industry bodies. 

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The response rate on the survey questionnaire was 80 out of a targeted 100 managers. This is 
a response rate of 80% and it is above the minimum response rate of 50 out of a possible 250 
responses set by the author. Figure 4.1 below illustrates the response rate in a graph. 

Figure 4.1 Response rate 

 
As far as gender is concerned, the picture painted is one of male domination because the bulk 
of the respondents in general management and middle management positions in the sample 
group companies are filled by males. Figure 4.2 below shows that only 15% of the 
respondents were female and the balance, 85% were male. 
 
An International Labour Organisation report (2012) on global employment trends for women 
showed that men are still very much concentrated in manufacturing and construction 
industries and women have the upper hand in health and social work environments. This 
trend applies in developed as well as developing countries.  
 
The ILO report also expands on occupational segregation between men and women. Two 
main forms of segregations are prevalent across countries, namely horizontal and vertical 
segregation. In horizontal segregation, women are over represented in a particular occupation 
compared to other occupations.  
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In vertical occupation segregation men and women work in the same field of occupation but 
men have the jobs with more responsibility, remuneration and benefits compared to women 
in the same occupation. The difference in men receiving higher pay and benefits could also 
not be attributed to better skills. 
Figure 4.2 Responses categorised in Male and Female 


The sample demographic composition displayed in table 4.2 below showed that the bulk of 
the respondents, 46% were in the age group 40 to 49 years old. The second largest 
representation of respondents was in the age group 30 to 39 years old and this represented 
30% of the sample. The age group that followed was the 50 to 59 year old group representing 
16% of the sample. The tails of the curve was completed with the 20 to 29 year old group 
representing 6.4% and the 60 plus group representing 1.6%.  
 
Table 4.2 Respondent Demographics by Gender and Age group 
	
			

	
	

	
	
 

	
	
	

	
	
  
  	!  "# 
 $ 	$! # $ 
% & &
 # 	#! $' #
  	! &$ &
      & &" 
(	   &    (	   &  


&
&
&
&
&
&
&

&
&
&
	
*
5!
#



From figure 4.3 below a standard distribution curve becomes evident leaning slightly towards 
the younger age groups. The trend of male dominance should also be kept on the radar in 
order to provide equal opportunity for employment of females in the manufacturing 
environment as well.

Figure 4.3 Respondents per Age Group  

 
Table 4.3 below presents an overview of the respondent job tenure with current employers 
and the qualifications obtained by the respondents. The job tenure reflects the period that the 
respondent has spent in their current position. It does not mean that the respondent joined the 
employer in this period. The respondent could have held other positions with the same 
employer before.  
 
The job tenure starts with the category of less than 1 year followed by 1 to 5 years and 6 to 10 
years. The responses showed that the categories of 1 to 5 years and 6 to 10 years represented 
75% of the respondents. The categories 16 to 20 years and 21 years or more represented 10% 
of the respondents. 
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Table 4.3 Respondent Job Tenure and Qualifications 
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As far as qualifications are concerned, three categories were listed. The first being diploma or 
equivalent, the second is degree or equivalent and the last category is masters or doctorate. 
The diploma and degree categories represented 80% of the respondents. There was an equal 
split between respondents with diplomas and degrees. The masters and doctorate category 
represented 20% of the respondents.  
 
The following figures illustrate the job tenure and the qualifications of the respondents in 
graph form. From the job tenure in the current position is clear that in the ten year period 
from 1 year to 10 years respondents move to different functions as they develop in their 
careers. The other categories identified remain relatively flat and representation range 
between 5% and 8%. 
 
The job tenure overview also showed that 46% of the respondents have spent more than 6 
years in their current position. The remainder, 54% of the respondents have job tenure 
between 1 and 5 years. 

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Figure 4.4 Job Tenure with current employer 


Figure 4.5 below shows the qualifications obtained by the respondents in graph form.  

Figure 4.5 Respondent Qualifications 

 
This concludes the overview of the sample that was used in the study. An overview was 
presented of the respondents, their age groups, job tenure and qualifications obtained. The 
measuring instrument is the next items to be covered.

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4.4 THE MEASURING INSTRUMENT AND DATA ANALYSIS 
 
The author conducted a literature review of secondary data collected from publications, 
electronic databases and official records. The secondary data sources selected was in line 
with the research problem statement in order to address the primary research objective. A 
systematic process was followed to find an existing body of knowledge related to the problem 
statement. 
 
The author decided to use a survey questionnaire in order to gather data that would prove or 
disprove the statements formulated in the problem statement. Zikmund, et al. (2009) defines 
different types of questions that can be used in a survey questionnaire. A structured question 
restricts the number of responses to a question that are allowed. An unstructured question 
does not restrict the respondent answers. Zikmund, et al. (2009) also makes reference to 
disguised as well as undisguised question formats. In disguised questions the researcher hides 
the purpose of the study from the respondent and in undisguised questions the researcher put 
the questions in a straightforward manner. 
 
For the purpose of this study the author decided to use structured as well as unstructured 
questions based on the literature reviewed on the subject. The unstructured questions allowed 
the respondents to add their viewpoint with regards to the heading of the research topic. The 
survey questionnaire was divided into three sections. Appendix 2 contains a copy of the 
survey questionnaire. Section A contains structured questions on the survey; Section B 
contains the classification data and Section C the unstructured question that allows the 
respondents to add comments. 
 
The quantitative part of the study included measuring the perceptions of the respondents 
regarding the influence of the independent variables on employment creation in the 
automotive cluster. Collis and Hussey (2009) remarks that triangulation of a research study 
includes both qualitative and quantitative research. For this reason the author made the 
decision to include open ended questions in the questionnaire that would allow the 
respondents to include their input about the problem statement as well. 

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The questions in the survey were self-constructed based on the secondary literature sources 
reviewed by the author. Listed below are some of the sources consulted: 
• Government incentive schemes linked to employment creation (Industrial Policy 
Action Plan 2013/14 – 2015/16, 2013; FRIDGE, 2005; South African Automotive 
Industry Report, 2012; Lamprecht et al, 2008); 
• Productivity, technology and employment creation (Kaggwa et al, 2009; Pretorius, 
2002; Worku & Muchie, 2011; Gastrow & Gordon, 2011; Ortega, Garrido-Vega & 
Machuca, 2012; Marelli & Signorelli, 2010; Golinska et al, 2010; Nicolaides & 
Harding, 2012); 
• The role of competitiveness in the auto cluster (Dutz et al, 2011; Marelli & Pastore, 
2010; Bennett & Klug, 2012; Naude & Badenhorst-Weiss, 2012; Ambe & 
Badenhorst-Weiss, 2012; Porter, 2008); 
• Labour union collective bargaining (Suchard, 1982; South African Reserve Bank, 
2006; Taylor & Taylor, 2008; Boniface & Rashmi, 2011; Hirsch, 2008; Elms, 2006; 
Wood & Glaister, 2008; Labour Relations Act, 1995); 
• Investment climate and infrastructure (Faulkner et al, 2013; Maswanganyi, 2013; 
Kehbila el al, 2008; The FDI Report, 2013; The Growth Report, 2008; KPMG Global 
Automotive Executive Survey, 2012; Doing Business, 2013; Automotive Export 
Manual, 2013); 
• Education and skills development (The future of Manufacturing Opportunities to 
drive economic growth, 2012; World Development Report, 2013; IFC Jobs study, 
2013). 
The questions that were set in the survey questionnaire were anchored on a five point Likert 
scale. The scales ranges from strongly disagree (1) to strongly agree (5). The data collected in 
the survey questionnaire was tabulated and analysed with a statistical computer programme 
(STATISTICA, 2009). 
 
4.5 THE PILOT STUDY 
 
Zikmund, et al. (2009) defines a pilot study as a smaller scale study similar to that of the main 
research study.  

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The survey questionnaire that is used for the main study is tested on a smaller group of 
respondents. It is similar to doing a test in the market of a new product that will be launched 
at a later stage. The reason for conducting a pilot study is to check if the procedure that will 
be used for the main study is feasible and whether it will work as the researcher intents it to 
work. The pilot study is thus used as a test to confirm that the main study is not flawed. The 
researcher also uses the results from the pilot study to correct any errors in the questionnaire 
and to make sure that the respondents understand what must be answered.  
 
In the case of this study, the author tested the survey questionnaire on 6 managers each 
representing the independent variables as identified in the problem statement. The feedback 
and recommendations on the structured as well as unstructured questions were taken into 
account in order to modify the questionnaire. The final version was also approved by the field 
supervisor of the author before it was issue to the respondents in the selected sample. The 
final data collected was the result of the final questionnaire.

4.6 THE MEASURING INSTRUMENT RELIABILITY AND VALIDITY 
 
Collis and Hussey (2009) explain reliability as the occurrence when there is no difference in 
the result of a study that is repeated. They also state that replication of results is essential for 
positivistic studies. For the study using an interpretive paradigm, reliability is unimportant. 
The important thing for qualitative studies is to be able to explain why an interpretation is 
different to previous studies. 
 
Where rating scales are used in studies, it is important to make sure that the questions in the 
questionnaire measures the responses from respondents in a consistent manner. A reliable 
questionnaire will yield consistent results that can be replicated by another person. Zikmund, 
et al. (2009), talk about reliability as an indicator of a measure’s internal consistency. The 
internal consistency is thus an indicator whether each concept converges on a similar 
meaning.  
 

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According to Zikmund, et al. (2009, p.306) reliability is confirmed by measuring the internal 
consistency or the test-retest method. The internal consistency is measured using the split-
half method. In this method, half of the scaled items are compared against the other half of 
the scaled items in a study. The two halves of the scaled items should produce similar results 
and there should be a correlation between the two halves.  
 
The test-retest method is done by running the measurement of the same scale two times at 
different points on the same respondents to test for stability. If the same test is administered 
the second test and using the same test conditions, the results should be the same. The 
problem with the split-halve method is determining the two halves. If it is difficult to 
determine two halves, the coefficient alpha () can be used to determine the internal 
consistency of multiple items on a scale. The coefficient alpha () computes the reliability of 
all possible split-halve items on a scale and it demonstrates whether the different items 
converge. 
 
The alpha scale ranges from zero to one. Zero reflects no consistency and one reflects full 
consistency. Scales with an alpha rating of 0.80 and 0.95 are thought to be of very good 
reliability. An alpha rating of between 0.70 and 0.80 is considered a good reliability rating 
and alpha ratings of between 0.60 and 0.70 is deemed a fair reliability. A coefficient alpha 
rating of 0.50 is considered acceptable. The coefficient alpha returned values of 0.63 and 0.70 
respectively for the measuring instruments used to test Incentive schemes linked to 
employment creation and productivity, technology and employment respectively. This 
confirmed that reliability was fair to good. The values for the other measuring instruments 
were not as adequate. 
 
Since the reliability measures the internal consistency of a measuring instrument, the validity 
of a measuring instrument measures the accuracy of a concept. Validity is thus intended to 
reflect if a score in a measurement instrument accurately reflects the truth about a concept 
according to Zikmund, et al. (2009). Job performance measurement must accurately reflect 
the actual performance of the individual under test.  

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If the performance measurement is influenced by something else, the validity of the 
measurement against the actual performance is weakened. Zikmund, et al. (2009) lists four 
simple approaches to measuring validity. These are face, content, criterion and construct 
validity. In face validity, the content of a scale appears to logically represent what the 
intended measure is. There is thus agreement among experts that the content makes sense in 
the context of the test.  
 
With content validity the degree of coverage of a measurement on the domain under study is 
reflected. If an exam is set for a student to cover chapters 1 to 5, the student should accept 
that the questions will cover all five chapters and not three chapters only. Criterion validity 
covers the practicality of the measurement. It should correlate with other standard measures 
of similar criteria. The last approach, construct validity happens when a measure honestly 
represents a unique concept. Construct validity includes some of the other validity 
approaches mentioned above. 
 
Collis & Hussey (2009) cites Coolican (1992) in stating that a test is valid if the measurement 
reflects what the researcher intended to test. Researcher errors such as faulty procedures or 
misleading measurement have a negative influence on validity. Collis and Hussey state that 
positivism has a big focus on the precision of the measurement in order to repeat the 
experiment. This presents a risk that the validity may well be low. Hence the reason why it is 
important to measure the validity of a measuring instrument to identify errors and correct 
them prior to conducting the main study. Due to the constraint of the sample size the author 
conducted a content validity test based on the literature that was reviewed.

4.7 THE EMPIRICAL RESULTS AND TEST METHODS 
 
The author considered the reliability and the validity measurements of the measuring 
instrument to be sufficient for the purpose of the study. The aim was to be able to measure 
the problem statement in order to arrive at an outcome of whether the independent variables 
had an influence on the employment creation growth or stagnation (dependent variable) in the 
automotive cluster.  

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With the assistance of the Nelson Mandela Metropolitan University research department, a 
statistical analysis was conducted on the responses from the sample respondents that were 
collected in the individual questionnaires. In this section a short overview of the statistical 
analysis is presented giving some detail on the testing methods that was employed as well as 
a review of the hypotheses tests. 
 
4.7.1 Statistical analysis 

The methods of statistical testing included a test of the means against a reference constant, 
standard deviation, a t-value test, degrees of freedom (df), p-value and Cohen’s d test. The 
test of means is a measure of central location and the mean values of the questionnaire 
responses were measured against a reference constant. The standard deviation is a measure of 
dispersion. Dispersion is a measure of data variability or the spread of data around a central 
location value (Wegner, 2010). Data that is widely dispersed points to a low reliability of 
central location measures. According to Wegner (2010) the p-value is a modern method to 
test hypothesis and uses probabilities in order to determine if the null hypothesis is true or 
false.  
 
Cohen’s d is a simple method to measure the effect size. Cohen (1988) concluded that by 
measuring the mean in terms of standard deviation, the effect size can be standardized. The 
result is a measure of practical significance and it is classified in small, medium and large 
significance. The practical significance is an indicator of whether statistical results are useful 
in the real world. 
 
 The tests mentioned were done to evaluate whether incentive schemes linked to employment 
creation; productivity, technology and employment; the role of competitiveness; labour union 
collective bargaining; investment climate and infrastructure; education and skills 
development as independent variables have an influence on employment creation growth or 
stagnation in the automotive cluster. The following sub-sections presents an overview of the 
hypotheses tests conducted. 
	
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4.7.2 Incentive schemes linked to employment creation (ISLE) 

In order to measure the perception of respondents regarding government incentive schemes 
and employment creation in the automotive cluster the following Null hypothesis was 
formulated: H01 = Government incentive schemes do not influence employment creation in 
the automotive cluster. The alternative hypothesis (H1) states: Government incentive 
schemes have a positive influence on employment creation in the automotive cluster. 
 
4.7.3 Productivity, Technology and Employment (PROTEM) 

The Null hypothesis formulated to measure perceptions on the link between productivity and 
the use of technology on the creation of employment was: H02 = Productivity and the use of 
technology does not influence employment creation in the automotive cluster. The alternative 
hypothesis (H2) formulated states: productivity and the use of technology do have an 
influence on employment creation in the automotive cluster. 

4.7.4 The role of competitiveness in the auto cluster (RCAC) 

The Null hypothesis formulated to measure the perceptions on the role of competitiveness in 
the automotive cluster was: H03 = Competitiveness pressures do not influence employment 
creation. The alternative hypothesis (H3) formulated states: competitiveness pressures do 
have an influence on employment creation in the automotive cluster. 

4.7.5 Labour union collective bargaining (LUCB) 

The Null hypothesis formulated to measure the perceptions on labour union collective 
bargaining was: H04 = Labour union collective bargaining does not influence employment 
creation. The alternative hypothesis (H4) formulated states: labour union collective 
bargaining does have an influence on employment creation in the automotive cluster. 




4.7.6 Investment climate and infrastructure (ICI) 

The Null hypothesis formulated to measure the perceptions on investment climate and 
infrastructure was: H05 = FDI and available infrastructure does not influence employment 
creation. The alternative hypothesis (H5) formulated states: FDI and available infrastructure 
does have an influence on employment creation in the automotive cluster. 
 
4.7.7 Education and skills development (EDSK) 

The Null hypothesis formulated to measure the perceptions on education and skills 
development was: H06 = Education levels and available skills does not influence 
employment creation. The alternative hypothesis (H6) formulated states: educations and 
skills development does have an influence on employment creation in the automotive cluster. 

4.8 CHAPTER SUMMARY 
 
In this chapter the author discussed the research methodology that was used as well as the 
research paradigm that was selected.  An overview of the selected sample was presented that 
included the demographic results of the respondents. 
 
 The development of the measuring instrument was discussed including the pilot study that 
was used to test the instrument prior to issuing it to the sample respondents. The reliability as 
well as the validity of the measuring instrument was also covered. The last section of this 
chapter includes the empirical results and the test methods. The empirical results were a 
measure of respondent perceptions on the factors that influence employment creation in the 
automotive cluster. 
In Chapter five an overview of the descriptive statistics of the study that was analysed is 
presented and discussed. 

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CHAPTER 5 
PRESENTATION AND DISCUSSSION OF RESULTS: PERCEPTIONS OF THE 
INDUSTRY
 
5.1 INTRODUCTION 

The author introduced the study by stating that employment creation is an important part of 
economic growth in any country. Employment creation is also influenced by a number of 
factors and these factors vary from country to country depending on the economic structure 
of the countries. South Africa is faced with a high unemployment rate and the Government of 
South Africa set out to stimulate job creation with structured targeted industrial policy. The 
primary objective of this study was to determine if the identified independent variables has an 
influence on employment creation. The independent variables were selected after a secondary 
literature review was conducted.  
 
The respondents selected in the sample were presented with a structured questionnaire to test 
their perceptions about the factors that influence employment creation in the South African 
automotive cluster. The results on individual responses are presented in this chapter in an 
aggregate form. The data analysis consisted of a calculation of the means and the standard 
deviation as well as Cohen’s d test. 

5.2 DESCRIPTIVE STATISTICS: PERCEPTIONS OF THE INDUSTRY 

In this section the author presents a summarised overview of the responses collected from the 
respondents in the selected sample in Section A of the questionnaire. Table 5.1 below 
presents an overview of the Mean values, Standard Deviation, t-value, degrees of freedom, p-
value and Cohen’s d test that were conducted. The tests demonstrate the influence that the 
independent variables have on employment creation in the automotive cluster. 
 
	

Table 5.1: Statistics summary independent variable influence on employment creation 
 
 
Figures 5.1 to 5.6 is a summary of the responses regarding perceptions on the influence of the 
independent variables (ISLE, PROTEM, RCAC, LUCB, ICI, and EDSK) on employment 
creation in the South African automotive cluster. Tables 5.2 to 5.7 represent a summary of the 
questions that were posed on each independent variable as well as a summary of the mean 
values and standard deviation numbers of each question and independent variable. 

5.2.1 Incentive scheme linked to employment creation (ISLE) 

In figure 5.1 a summary of the responses of the first independent variable is presented. This 
variable deals with the influence of government incentives on employment creation. Five 
questions were posed to the respondents and the aggregate results in percentage form are 
presented in figure 5.1. The responses of strongly disagree and disagree almost matches the 
responses for agree and strongly agree at 40% and 42% respectively. 
 
$	!	
%$&'
( )*) 
#
	

 #  +,	
<(>2   
   	 	 

 01#2* 	 
 
  	 	  
0)   
  
 	  

>@   
   	  	
<<  
 
   	  
2.(A 
  
  	 	 
 
#'*'//
*	!-	.
	+	#
		

	

Figure 5.1: Independent Variable (ISLE) 

STRONGLY DISAGREE & DISAGREE = 40%; AGREE & STRONGLY AGREE = 42% 

 
This indicates that the perception of the respondents are fairly equally divided regarding the 
influence of government incentives on employment creation in the automotive cluster. This 
can also be correlated back to the Cohen’s d result presented in Table 5.1 on the influence of 
government incentives. From a statistical perspective, the influence of government incentives 
has a small practical significance in the real world. A proportion (18.5%) of the respondents 
chose to select the neutral option regarding this variable. This can be interpreted as possibly 
not having enough information to make a definitive choice or possibly choosing not to 
answer the questions on this independent variable. 
 
In table 5.2 a summary of the mean values and standard deviation is presented for each of the 
questions posed for the independent variable (ISLE). The mean values range from 2.44 to 
3.33 and the standard deviation values range from 0.87 to 1.13. The average mean value 
equates to 3.01 and the average standard deviation equates to 1.06. The mean is a measure of 
central location that uses all the data in the data set (Wegner, 2010).  
	

The reference constant for this study is 3 and the mean of 3.01 comes close to the reference 
constant. It can thus be assumed that the split between agree and disagree is fairly even. The 
standard deviation for this variable shows the data is dispersed within 1.06 of the mean. 
 
Table 5.2: Summary Mean and Std. Deviation (ISLE) 

AVERAGE MEAN = 3.01; AVERAGE STANDARD DEVIATION = 1.06 
 
The perceptions of respondents in the automotive cluster are that government incentive 
schemes does have an influence (t = 2.53, df = 79, p < 0.05, Cohen’s d = 0.28) on 
employment creation in the automotive cluster. The Null hypothesis is thus rejected in favour 
of the alternative hypothesis H1.  
 
The results thus points to the fact that applying government incentives in the automotive 
cluster contributes to the promotion of employment creation. The Cohen’s d value on the 
other hand points to a small practical significance in the real world.  
 
 
Questions 1-5 N Minimum Maximum Mean Std. Deviation
The Government has sufficient incentive 
schemes available to support manufacturing 
in the automotive sector.
80 1.00 5.00 3.33 1.12
Government incentives schemes promote 
higher productivity in the automotive sector. 80 1.00 5.00 2.85 1.09
Automotive incentive schemes are linked to 
employment creation. 80 1.00 5.00 3.30 1.08
Industrialization forms part of a well-
structured government action plan. 80 1.00 5.00 3.13 1.13
Automotive incentives are used to support 
tertiary education institutions in order to 
promote innovation.
80 1.00 5.00 2.44 0.87
Descriptive Statistics - Independent Variable (ISLE)
	

5.2.2 Productivity, Technology and Employment (PROTEM) 
 
The second independent variable deals with the link between productivity, the use of 
technology and employment creation. From the literature review it became clear that there 
must be a balance between the three elements of productivity, the use of technology and 
employment creation. Figure 5.2 presents an overview of the responses on questions posed in 
the questionnaire on the independent variable.  
 
A high percentage (79.3%) of respondents has the perception that productivity, the use of 
technology and employment creation is linked and that FDI drives technology improvements. 
The respondents also believe that local company strategy influences productivity increases 
because from the literature it was established that the local automotive cluster is mainly 
involved in the production of the final end product. 
 
Figure 5.2: Independent Variable (PROTEM) 

STRONGLY DISAGREE & DISAGREE = 13.3%; AGREE & STRONGLY AGREE = 79.3% 

	

A small percentage (13.3%) of respondents disagreed with the statements in the questionnaire 
that establishes the link between productivity, the use of technology and employment 
creation. An even smaller percentage (7.5%) opted to select the neutral position. 
 
Table 5.3 below presents a summarised overview of the second variable. The variable mean 
ranges from 3.11 to 4.10 and the standard deviation ranges from 0.76 to 1.14. The average 
mean equates to 3.80 and the average standard deviation equates to 0.87. With the average 
mean being closer to 4 the conclusion can be drawn that the respondents agree to the 
statements in table 5.3. The average standard deviation that is closer to zero indicates that the 
data is dispersed closer to the central location and the conclusion can be drawn that the 
sample shows strong representativeness and reliability.

Table 5.3: Summary Mean and Std. Deviation (PROTEM) 

AVERAGE MEAN = 3.80; AVERAGE STANDARD DEVIATION = 0.87 

The results presented in figure 5.2 and table 5.3 also correlates with the Cohen’s d value that 
stated a large practical significance in the real world and that productivity and the use of 
technology is linked to employment creation in the automotive cluster.  
Questions 6 - 10 N Minimum Maximum Mean Std. Deviation
Foreign Direct Investment(FDI) is the biggest 
driver of innovation and technology 
improvements in South Africa.
80 1.00 5.00 3.88 0.83
Integration into global supply chains resulted 
in productivity improvements in South Africa. 80 1.00 5.00 3.86 0.84
Technology improvements in the automotive 
sector was a consequence of developed 
world market requirements.
80 1.00 5.00 4.10 0.81
Local company strategy drives technology 
advancements and increased employment 
levels.
80 1.00 5.00 3.11 1.14
Advancements in technology leads to 
productivity increases and higher production 
output.
80 2.00 5.00 4.05 0.76
Descriptive Statistics - Independent Variable (PROTEM)
	

The perceptions of respondents in the automotive cluster are that productivity and the use of 
technology does have an influence (t = 10.79, df = 79, p < 0.05, Cohen’s d = 1.21) on 
employment creation in the automotive cluster. The Null hypothesis is thus rejected in favour 
of the alternative hypothesis H2. This indicates that productivity and the use of technology 
has an influence on employment creation. The Cohen’s d value points to a large practical 
significance in the real world. 

5.2.3 The role of competitiveness in the auto cluster (RCAC) 

The responses from the independent variable regarding the role of competitiveness in the 
automotive cluster is presented in figure 5.3 below. A total of 53.1% of respondents agreed 
that competitiveness has a role to play in the creation of employment in the automotive 
cluster. A total of 33.3% of respondents disagreed with the statement that competitiveness 
does not play a role in the employment creation process. A total of 13.8% of respondents 
opted to select the neutral position.  

Figure 5.3: Independent Variable (RCAC) 

STRONGLY DISAGREE & DISAGREE = 33.3%; AGREE & STRONGLY AGREE = 53.1%

	


One third of respondents disagreed with the statements in the questionnaire. The conclusion 
that can be drawn from here is that the definition of competitiveness means different things to 
different people. In the study the focus was on the relationships between supplier and 
manufacturer. If the relationship is not understood to be one of mutual gain, collective efforts 
to raise competitiveness might not be achieved. The South African automotive cluster is also 
faced with structural challenges that might have a negative influence on competitiveness. 
 
In table 5.4 a summarised overview of the descriptive statistics for the role of 
competitiveness is presented. The average mean for the sample data equates to 3.24 and the 
average standard deviation equates to 0.91. The means of two of the questions ranges from 
4.19 to 4.24 and the standard deviation of two the questions ranged from 0.53 to 0.70. Three 
of questions have means ranging from 2.40 to 2.81 and standard deviations ranging from 1.05 
to 1.15. This can be interpreted that two out of the five questions were answered in favour of 
the role of competitiveness and three out of the five questions were disagreed with. 
 
The management conclusion from this variable is that the three questions that were not in 
favour of the role of competitiveness require attention in order to improve the role of 
competitiveness in the automotive cluster.
		

Table 5.4: Summary Mean and Std. Deviation (RCAC) 

AVERAGE MEAN = 3.24; AVERAGE STANDARD DEVIATION = 0.91 

The first two questions had a Cohen’s d value pointing to a large practical significance. The 
three remaining questions had a Cohen’s d value that showed less practical significance. This 
indicates that initiatives to improve competitiveness must be focussed in the last three 
questions. 
 
The perceptions of respondents in the automotive cluster are that competitiveness pressures 
does have an influence (t = 18.01, df = 79, p < 0.05, Cohen’s d = 1.80) on employment 
creation in the automotive cluster. The Null hypothesis is thus rejected in favour of the 
alternative hypothesis. This indicates that competitiveness pressures do have an influence on 
employment creation. 



Questions 11 - 15 N Minimum Maximum Mean Std. Deviation
A close relationship with key partners 
contributes towards improved 
competitiveness.
80 3.00 5.00 4.24 0.53
Flexible production processes and value 
chain arrangements results in improved 
competitiveness.
80 1.00 5.00 4.19 0.70
The currency rate of exchange is a 
competitive advantage for the automotive 
industry.
80 1.00 5.00 2.81 1.14
South African automotive manufacturers can 
compete with Chinese counterparts. 80 1.00 5.00 2.40 1.05
Export to African countries would assist to 
make local manufacturers more competitive. 80 1.00 5.00 2.56 1.15
Descriptive Statistics - Independent Variable (RCAC)
	


5.2.4 Labour union collective bargaining (LUCB) 

The labour union collective bargaining responses proved to be divided between agreed and 
disagreed. Figure 5.4 displays a summary of the responses on labour union collective 
bargaining. A total of 36.6% of respondents disagreed with the statements in the 
questionnaire and a total of 46% of respondents agreed with the statements in the 
questionnaire. 18% of the respondents opted to select the neutral position.  

Figure 5.4: Independent Variable (LUCB) 

STRONGLY DISAGREE & DISAGREE = 36.6%; AGREE & STRONGLY AGREE = 46% 

 
The ten percent difference in the responses of agreed and disagreed once again points to the 
fact that the respondents are divided on the issue of labour union collective bargaining. This 
could be assumed as different viewpoints from different sections in the automotive cluster. 
The sample included representatives from all the cluster participants and in order to work 
towards a successful co-operation framework the participants in the automotive cluster will 
have to review the questions that were not agreed upon when formulating co-operation 
initiatives. 
 
	

Table 5.5 presents the mean and standard deviation values for this variable. The average 
mean value equals 3.09 and the average standard deviation value equals 1.03 for this study. 
Two of the mean values were 2.43 and 2.66 respectively. The remaining three mean values 
ranged from 3.11 to 3.81. Two of the questions had a dispersion of above one and three had 
dispersion below one. This pointed to weaker representativeness for the questions with a 
standard deviation above one and a marginally stronger representativeness for the questions 
with a standard deviation below one.

Table 5.5: Summary Mean and Std. Deviation (LUCB) 

AVERAGE MEAN = 3.09; AVERAGE STANDARD DEVIATION = 1.03 

The Cohen’s d value produced mixed results between small and large practical significance. 
The first question showed large practical significance and the fourth question showed small 
practical significance. The conclusion can be drawn that the fourth question should be 
addressed at a company level in order to contribute to the overall stability of the industry as 
far as employment creation is concerned. 
Questions 16 - 20 N Minimum Maximum Mean Std. Deviation
Employee participation should be part of 
collective bargaining to facilitate improved 
workplace communication.
80 1.00 5.00 3.81 0.84
There is no link between labour rates and 
productivity. 80 1.00 5.00 3.11 1.32
Collective bargaining can foster co-operative 
behaviour between labour unions and 
employers.
80 1.00 5.00 2.66 1.05
Workplace problems that can be solved at 
shop floor level are escalated to an industry 
level.
80 1.00 5.00 3.41 0.95
Decentralized responsibility for workplace 
regulation would support improved employee 
participation and worker management co-
operation.
80 1.00 4.00 2.43 0.98
Descriptive Statistics - Independent Variable (LUCB)



The perceptions of the respondents in the automotive cluster are that labour union collective 
bargaining does have an influence (t = 6.25, df = 79, p < 0.05, Cohen’s d = 0.70) on 
employment creation in the automotive cluster. The Null hypothesis is thus rejected in favour 
of the alternative hypothesis. This indicates that labour union collective bargaining does have 
an influence on employment creation.  
 
5.2.5 Investment climate and infrastructure (ICI) 

Figure 5.5 illustrates an overview of the responses on the investment climate and 
infrastructure variable. A total of 66% of respondents agreed that FDI and available 
infrastructure contributes towards fostering employment creation. A smaller percentage 
(21%) disagreed with the statement. The neutral position was selected by 14% of the 
respondents. This variable dealt with infrastructure availability, corporate taxes, capital 
expenditure and low investment.  

Figure 5.5: Independent Variable (ICI) 

STRONGLY DISAGREE & DISAGREE = 21%; AGREE & STRONGLY AGREE = 66%



The conclusion that can be drawn is that the majority of respondent perceptions are that FDI 
and infrastructure availability contributes towards employment creation in the automotive 
cluster. 
 
Table 5.6 shows the mean and standard deviation values for the variable investment and 
infrastructure availability. 

Table 5.6: Summary Mean and Std. Deviation (ICI) 

AVERAGE MEAN = 3.65; AVERAGE STANDARD DEVIATION = 0.90 

The average mean equals 3.65 and the average standard deviation equals 0.90. The second 
question mean is far below the rest of the means at 2.65. This distorts the mean of the rest of 
the questions because they are all above 3.50. The standard deviation ranges from 0.74 to 
1.01. Both the mean and standard deviation confirm that the perceptions of the majority of 
respondents are that FDI and available infrastructure contributes towards employment 
creation in the automotive cluster.  
 
Questions 21 - 25 N Minimum Maximum Mean Std. Deviation
Improved rail infrastructure and reduced 
communication costs will make the local 
auto industry more competitive.
80 1.00 5.00 4.01 0.91
Corporate tax savings for Multinational 
companies is put to good use to create 
employment.
80 1.00 5.00 2.65 0.96
Capital Expenditure Investment would be 
reduced if the Government incentives were 
stopped.
80 2.00 5.00 3.85 0.89
Low corporate savings and investment in 
South Africa contribute to 
uncompetitivesness in the Automotive sector.
80 2.00 5.00 3.51 1.01
Investor sentiment has a big influence on 
Multinational Companies investing in South 
Africa.
80 2.00 5.00 4.21 0.74
Descriptive Statistics - Independent Variable (ICI)



The perceptions of the respondents in the automotive cluster are that foreign direct 
investment and available infrastructure does have an influence (t = 9.44, df = 79, p < 0.05, 
Cohen’s d = 1.05) on employment creation in the automotive cluster. The Null hypothesis is 
thus rejected in favour of the alternative hypothesis. This indicates that FDI and available 
infrastructure does have an influence on employment creation. The Cohen’s d value indicates 
a large practical value in the real world.

5.2.6 Education and skills development (EDSK) 
 
 
 
Education and skills development is the final independent variable. Both figure 5.6 and table 
5.7 shows a summarised overview of the responses from the respondents in the sample that 
was selected. The majority of respondents (62%) agreed that education and skills 
development contributes toward employment creation in the South African automotive 
cluster. A total of 19.3% of respondents selected strongly disagree and disagree. The same 
percentage (19.3%) opted to select the neutral option. 
 
 
Figure 5.6: Independent Variable (EDSK) 
 
 
STRONGLY DISAGREE & DISAGREE = 19.3%; AGREE & STRONGLY AGREE = 62% 



The conclusion that can be drawn is that there is thus a majority of respondents from the 
different cluster sections that agree education and skills development contributes towards 
employment creation.  
 
 
In table 5.7 a summarised overview of the mean and standard deviation for education and 
skills development is presented. The average mean equates to 3.49 and the average standard 
deviation equates to 0.93. The means range from 3.14 to 4.00 and the standard deviation range 
from 0.81 to 0.99. The mean values also confirm that a majority of respondents have the 
perception that education and skills development is an important contributor to employment 
creation. The standard deviation value of the questions that is below one points to dispersion 
proximity and in this case supports the sample to be representative. 
 
 
Table 5.7: Summary Mean and Std. Deviation (EDSK) 
 
AVERAGE MEAN = 3.49; AVERAGE STANDARD DEVIATION = 0.93 
 
 
 
 
 
Questions 25 - 30 N Minimum Maximum Mean Std. Deviation
Multinational Companies in the automotive 
sector views co-operation with tertiary 
institutions as a business imperative.
80 1.00 5.00 3.14 0.95
Labour unions and business share 
consensus that skills development 
contributes to innovation.
80 1.00 5.00 3.53 0.93
The improvement in available skills was due 
to an increase in competition and use of 
higher technology.
80 1.00 5.00 3.59 0.81
The poor quality of education is contributing 
to unsatisfactory productivity gains. 80 1.00 5.00 4.00 0.99
The skills development levy available in the 
automotive sector is used to train much 
needed artisans.
80 1.00 5.00 3.19 0.98
Descriptive Statistics - Independent Variable (EDSK)



The perceptions of the respondents in the automotive cluster are that education and skills 
development does have an influence (t = 5.57, df = 79, p < 0.05, Cohen’s d = 0.62) on 
employment creation in the automotive cluster. The Null hypothesis is thus rejected in favour 
of the alternative hypothesis. This indicates that education and skills development does have 
an influence on employment creation. The Cohen’s d value indicates a medium practical 
value in the real world.
 
This concludes the presentation of the empirical results of the study. The next section covers 
the qualitative responses from the respondents on the influence of the independent variables 
wherever a response was provided.  
 
 
5.3 QUALITATIVE RESPONSES 
 
In this section a short summary of the responses to the open ended questions is presented 
under the headings of the independent variables. The author reviewed the qualitative 
responses and summarised the content. 
 
5.3.1 Incentive schemes linked to employment creation (ISLE) 

The incentive schemes from the Department of Trade and Industry discussed in Chapter 2 
provided an overview of support provided by the South African Government to the 
automotive cluster. Responses indicated that the support from the DTI is skewed in favour of 
the motor vehicle manufacturers and that employment creation tends to take place at the 
motor vehicle manufacturers but, do not enjoy the same growth at the component 
manufacturer level. 
 
Another fact highlighted in the responses was the effect of fully built up vehicle and 
component imports and the negative effect that the imports has on the local supply industry. 
Responses indicated that vehicle manufacturers should be compelled to localise more in order 
to build on the future of the local supply industry by incentivising more local content.  



A verbatim comment included: “One of the primary drivers for the job loss in this industry is 
a disproportionately high growth in automotive parts imports”.  
 
Other emerging markets have followed a strategy of putting thresholds on localisation but, 
these countries also have benefits like bigger local markets. South Africa on the other hand 
has disadvantages that must be compensated in order to be globally competitive. Respondents 
also conceded that the OEM’s are generally satisfied to receive incentives in the form of the 
APDP but, indicated that the incentives are not formally used to do make or buy decisions. 

5.3.2 Productivity, Technology and employment (PROTEM) 

Respondents clarified that there is a general understanding that employment growth is a 
function of productivity and skills. Productivity is understood to be the utilization of human 
resources, time and equipment availability. The introduction of new technologies in the 
market fosters growth and prepares the environment for up skilling of employees to meet 
future needs and to match international trends. Respondents suggest that the employment 
creation focus should be on the value stream and not on the OEM level. A trend that is being 
experienced is that OEM’s are outsourcing non-core functions and are increasing automation. 
The component manufacturer takes over the outsourced functions and contributes towards 
employment creation in the automotive cluster.  
 
The automotive cluster is experiencing a move towards becoming integrated because the 
dependency between vehicle manufacturer and component manufacturer is increasing. Just in 
time manufacturing of components and delivery to the OEM production lines are a norm. 
Respondents also stated that as the local industry catches up to international technology and 
productivity standards, the global industry also develops. It is a continuous improvement 
cycle that keeps on pushing the limits on productivity and the use of technology in new 
equipment.




5.3.3 The role of competitiveness in the auto cluster (RCAC) 

The automotive cluster increased its competitiveness since the introduction of the motor 
industry development programme. Respondents identified a fragmented supply chain as a 
negative factor that impedes the further improvement in competitiveness.  
 
Cost competitiveness is acknowledged as key in order to secure additional volume to be 
supplied in to global supply chains. Additional production volumes are vital to attract new 
investment that is linked to new production technologies. As productivity improves it 
contributes to make cost management stable and this improves competitiveness. Respondents 
also acknowledge that the automotive cluster is complex because a number of factors must be 
at an optimal level in order for the cluster to be successful. Other emerging countries have 
been able to put the focus in the right place and this contributed to gains being made where 
South Africa is still lacking. 
 
Cost competitiveness is highlighted in the responses as a major focus area both in the motor 
vehicle manufacturer as well as component manufacturer section. An item to be considered is 
the influence of OEM’s on employment creation growth or the stagnation thereof. The cycle 
of cost competitiveness review influences job security in both the motor vehicle as well as 
component manufacturers because cost pressures potentially cause employment creation 
stagnation. 
 
Participants in the automotive cluster concede that employment growth comes from 
production volume increases and this is related to competitiveness. There is however 
counterproductive impacts like energy costs and infrastructure costs that must be dealt with. 
Suggestions from the respondents include focusing on lowering the cost per component or 
per vehicle in order to attract larger production volumes since most of the component and 
vehicle manufacturing decisions are done at  the multinational headquarter level elsewhere in 
the world.


	

5.3.4 Labour union collective bargaining (LUCB) 

The feedback from the respondents is that there are issues on the negotiation table that are 
preventing the growth of employment. Both employers and employee representative labour 
unions efforts to create an environment for employment creation growth seems to be elusive. 
From the respondent feedback it becomes clear that fingers are pointed from both employers 
and labour unions. 
 
Labour unions espouse to work for better employee rights and employers claim to be the 
custodians of organisational profitability. Wage rates have a direct impact on the cost 
structure of organisations and living wages are also required by employees to contribute 
towards participating in the economy. An effect explained by employers, especially 
component manufacturers is that wage increases are dealt with in two ways. One option is to 
reduce the number of employees or absorb wage increases and increase prices. In most cases 
employee numbers are reduced because cost increases are not accepted. 
 
Labour law has also been named as an element that inhibits growth in employment creation. 
It was also mentioned that the labour law does not take into consideration acceptable 
cost/productivity ratio. Verbatim feedback from the respondents include: “The biggest 
inhibitor of employment growth in the sector sits with inflexible labour laws. Whilst every 
responsible company wants to ensure a fair work place for its employees there has to be an 
acceptable cost/productivity ratio. The lack of such together with the continuous labour 
unrest in the country will certainly in my opinion lead to Automotive OEM's carefully 
considering their alternatives with respect to global manufacturing/assembly”.  
 
Labour law should be a regulatory instrument that has a spin-off result of contributing to 
employment creation growth. Multinational companies operate around the world and the 
feedback from respondents is that the South African Automotive cluster should not be 
isolated from investment and employment creation growth due to labour law constrictions. 





5.3.5 Investment climate and infrastructure (ICI) 

The respondents acknowledge that the component manufacturers employ the largest 
contingent of people in the automotive cluster. According to some respondents, the 
employment creation trend experienced in the automotive cluster is one of minimal growth 
with more sustaining of jobs. Impacts mentioned are the disproportionate importation of 
components that does not assist in the creation of jobs. This statement can be backed up by 
the deficit in the trade balance discussed in chapter two. Here the currency rate of exchange 
also has an impact because imports negatively affect the trade balance. 
 
Cost drivers like energy and transport cost also comes to the fore in the individual responses. 
Respondents also recognise that employers together with the Government should agree on the 
alternatives to be employed when it comes to energy and transport. Other countries 
successfully use the most cost effective means of transport and energy generation mix. 
Employers and the Government should both agree on what the most suitable initiatives are in 
order to grow the economy, the cluster and ultimately employment. Investor sentiment has 
also taken prominence in the responses received. Respondents admit that investments are 
driven by investor sentiment and returns on investment. The South African market is 
relatively small and local manufacturers have to find ways to convince investors that the local 
conditions are conducive to stable business environments and a reliable supply of goods. 
OEM’s have a big role to play because they have a big influence and it impacts on the whole 
supply chain. 
 
Respondents talk about a deepening of the supply chain going forward. Local component 
manufacturers would be able to offer lower transport costs if the scale of the production 
volume increases. Deepening the supply chain would also have a knock-on effect of 
increasing the numbers of people with skills in the cluster. The link between employment, 
investment and production in bringing the local automotive cluster from an uncompetitive 
industry to one that compete in the global supply chains has been proven. The reputation of 
the industry has strengthened over the years and industry participants are aware of the fine 
balance that must be obtained to convince investors of the potential of the South African 
automotive cluster.



5.3.6 Education and skills development (EDSK) 

Respondents from multinational component manufacturers indicated that local jobs in higher 
skill levels have deteriorated over the last 15 years. Centralisation of decision making in 
multinational companies have contributed to the higher skill level jobs being taken off shore. 
The suggestion is that education and skills development should be linked to manufacturing 
incentives. Reponses advocate for further support to be given to high school development 
programmes in order for students that progress to tertiary institutions to be successful.  
 
Corporate social investment is mentioned as an initiative to adopt schools by providing 
support to the management of the school as well as providing educational resources. 
Respondents state that a bigger focus must be placed on links between organisations and 
educational institutions. Job seekers that graduate from tertiary institutions are in many 
instances not adequately prepared for the business environment. 
 
5.4 CHAPTER SUMMARY 
 
 
The author presented the results from the survey questionnaire in chapter five. 
Results were presented for all the independent variables that have been identified to 
have an influence on employment creation in the South African automotive cluster. 
The quantitative results were presented to give an overview of the responses to 
questions set in the questionnaire. Summarised tables presented for each independent 
variable gave further information on the mean and standard deviations achieved in 
the study.  
 
The author also included abridged passages of the qualitative responses provided by 
the respondents in the open ended questions of the questionnaire. Verbatim feedback 
was shortened and grouped under each of the independent variable to give a full 
picture of the feedback received. 
 
Chapter six that follows concludes the research paper. The conclusions of the study 
as well as recommendations for the automotive cluster are presented in chapter six. 


CHAPTER 6 
FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 
 
6.1 INTRODUCTION 
 
In this chapter the author discusses the conclusions of the study based on the findings of the 
survey questionnaire. Recommendations are also made on what can potentially be done in the 
automotive cluster to foster employment growth in most of the sections in the cluster. The 
South African automotive cluster contains a diverse list of participants that have different 
views on what needs to be done in order to improve the sustainable future existence of the 
industry. Each of the participant groups also advocate for their different outcomes to be 
favoured.  
 
The motor vehicle manufacturers want to build vehicles with components sourced from 
component manufacturers. The labour unions represents the collective interest of employees 
and the industry associations like NAAMSA and NAACAM represent the collective interest 
of motor vehicle manufacturers and component manufacturers respectively. Government 
departments like the DTI strive to regulate the industry in order to enable economic growth 
through employment growth. 
 
The author undertook to keep the scope of the study to a manageable level by not expanding 
the research too broadly. The presentation of the findings, conclusions and recommendations 
is in no way sufficiently all-encompassing and it is considered to be a starting point to be 
built on by other researchers. An analysis of the findings, conclusions and recommendations 
are presented for each of the independent variables in the next sections. 
 
The objective of the study was to clarify if the independent variables have an influence on 
employment creation (growth or stagnation) in the automotive cluster.  
 


The secondary questions included: 
- How can the automotive sector stakeholders work towards aligned employment 
creation objectives? 
- How can a detailed research methodology be established for future reproduction? 
The next sections present the findings, final conclusions and recommendations on each of the 
independent variables against the literature that was reviewed and the perceptions of 
respondents in the survey questionnaire that was issued to the cluster participants. 
 
6.2 ANALYSIS AND RESEARCH FINDINGS 

In section 3.2 of chapter three the author presented the cluster concept that was developed by 
Porter (1998). The participants in clusters were discussed and the similarities to the South 
African automotive cluster were drawn. The development of the South African automotive 
sector was illustrated and discussed as well as the interventions by the Government in the 
form of incentive programmes like the IPAP and the MIDP. 
 
Section 3.3 of chapter three covered the strategic stakeholder co-operation key success 
factors for the automotive cluster. It started out with the fundamentals of the stakeholder co-
operation framework and continued with an overview of the Eastern Cape Automotive 
cluster. In section 3.4 lessons learned from the European cluster observatory was presented 
with the view to establish key elements that can be implemented in the South African 
automotive cluster to optimise the co-operation of all the stakeholders in order to foster 
employment creation growth. 

6.2.1 Incentive schemes linked to employment creation (ISLE) 

The DTI incentive schemes forms part of a targeted policy initiative to support the 
development of the automotive cluster in South Africa. The Industrial Policy Action Plan, the 
completed Motor Industry Development Programme and the Automotive Production 


Development Programme (APDP) all form part of an orchestrated plan by the DTI. Under the 
APDP, production rebate credit certificates and the volume assembly allowance are active 
measures that promote the production of vehicles locally and ultimately contribute to 
employment creation.  
 
The results on the perceptions of the respondents to the survey questionnaire indicate that the 
respondents agree that the DTI incentives do have an influence on employment creation. The 
p-value < 0.05 was in favour of the alternative hypothesis and the Cohen’s d value of 0.28 
showed a small practical significance. The split between agree and disagree was fairly close 
which means that the respondents were divided on the issue. 
 
For the cluster it indicates that some of the participants may have the view that the DTI 
incentive scheme does not have a significant influence on employment creation. The cluster 
organisation discussed in chapter three provides evidence that in other parts of the world 
representatives from Governmental entities as well as private entities met and formed clusters 
to be organised better and to focus initiatives in a better way. Lindqvist and Sölvell (2009) 
concluded that a cluster organisation bridges the gap between private organisations and 
Government entities in order to work together. Local, regional as well as national 
Government has a platform in the form of the cluster to support economic development.  
 
Framework conditions are set in the cluster as well as a governance structure which has the 
objective to deliver on economic development. Economic development means growing the 
economy to put more people in jobs. Projects are identified at a cluster level and are driven 
by all cluster participants to achieve the outcomes that have been set. The recommendation is, 
by following the cluster concept set out in chapter three, the South African automotive cluster 
participants can pull efforts together in a co-ordinated manner to improve on employment 
creation. 




6.2.2 Productivity, Technology and employment (PROTEM) 

From the literature review conducted in chapter two it emanated that design and development 
of vehicles are done in foreign countries (Pretorius, 2002). Locally based multinational 
companies are owned by foreign based mother companies. Product and process 
documentation is handed over to local subsidiaries to produce vehicles in South Africa. 
Rigorous specification control is done on the production process to make sure that vehicles 
meet global standards. The contractual obligation between the local multinational company 
and the mother company contributed to the proliferation of underdeveloped innovativeness 
and a narrow development scope in South Africa. 
 
The results from the study on the perceptions of the respondents revealed that the respondents 
are of the opinion that productivity and the use of technology does have an influence on 
employment creation. The p-value < 0.05 was in favour of the alternative hypothesis. The 
Cohen’s d showed a large practical significance. Sölvell (2003) established that following 
global technical trends and setting standards that are comparable with similar industries puts 
clusters in a better position to deal with productivity and technology improvements.  
 
With the South African automotive cluster linking into global supply chains confirmation was 
provided that the improvement has been made to produce more vehicles at the right quality. 
The increase in vehicle production resulted in an increase in downstream jobs (McAlinden, 
2003). The link between productivity and the use of technology on employment creation is a 
challenging equation to keep in balance. The author concedes that this study scratched the 
surface and that additional research would be warranted.

6.2.3 The role of competitiveness in the auto cluster (RCAC) 

Today the scope of competition goes beyond the conventional boundaries of the organisation. 
The forces identified by Porter influence the competitive environment that organisations 
operate in. The national competitiveness of a country takes the whole economy in perspective 
and it influences how countries are perceived by the outside world.  


Similarities can be drawn between the DTI Industrial Policy Action Plan and the automotive 
sector becoming more competitive in supplying vehicles and components to markets around 
the world. 
 
The latest trend around the world is for original equipment manufacturers to set up operations 
in countries where it is the most cost effective and closest to the major market. This statement 
is corroborated by the study done by the Economist Intelligence Unit (2013). In this report 
South Africa is quoted as a low cost supplier of vehicles to markets like the US, EU and Asia. 
The contrary to this is that South Africa is situated far from these markets. 
 
The perception of the respondents is that competitiveness does influence employment 
creation in the automotive cluster. The alternative hypothesis was favoured as opposed to the 
Null hypothesis. The Cohen’s d value of 1.80 showed a large practical significance in the real 
world. The recommendation is that the South African automotive cluster must build on the 
good capital market Alfaro et al. (2012). The cluster should also engage tertiary institutions to 
improve on the lack of scientists and engineers. The role of rivalry should also not be reduced 
to second place in favour of co-operation.

6.2.4 Labour union collective bargaining (LUCB) 

Labour union collective bargaining is well established in South Africa. The Labour Relations 
Act of 1995 exists to regulate the relations between employers and employees. Employers 
and labour unions co-exist in industries and both parties aims to achieve their goals. 
Managers in companies seek flexible human resources and workplace stability while labour 
unions advocate for worker rights and benefits. Industrial action has been experienced in 
recent times and this has not contributed to building an inclusive relationship between 
employers and employees. The results from the study were in favour of the alternative 
hypothesis stating that labour union collective bargaining does influence employment 
creation.  

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Cohen’s d value of 1.80 showed a large practical significance. A total of 46% of respondents 
agreed and a total of 36% disagreed with the statement that labour union collective 
bargaining does have an influence on employment creation. The recommendation is that 
current labour law must be reviewed and amended as it is impeding employment creation 
growth according to a majority of qualitative statements from respondents. The respondents 
also stated that current labour law does not take into consideration cost/productivity cost 
ratios. The relevance of the current collective bargaining structures are also called into 
question because the perception is that the position of departure is deteriorating on both the 
employer and labour union side. 
 
The respondents seem fairly divided on the subject of labour union collective bargaining. The 
co-operation framework set out in chapter three would go a long way in setting conditions 
and a governance structure that should be adhered to by all cluster participants. The 
organisational sharing model in particular could contribute to working towards sharing power 
between participants.

6.2.5 Investment climate and infrastructure (ICI) 

South Africa is characterised with a low savings rate and investments are thus funded through 
foreign savings. Faulkner et al. (2013) remarked that domestic savings declined to a 14% 
average of the gross domestic product between 2004 and 2007. The decline was witnessed in 
the three components of savings namely: household, corporate and government. The result 
was that the current account deficit also increased. 
 
Government infrastructure projects are seen as a welcome measure to stimulate further 
investment in the country and ultimately the economy. On the other hand respondents to the 
survey questionnaire see the inefficiency of port and rail operations as a negative occurrence 
that is counterproductive. The cost of communication is also seen as an inhibitor since 
connectivity between clients and suppliers have become an advantage if it is set up properly.  
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The survey results showed that the perception of respondents favoured the alternative 
hypothesis. A total of 66% of respondents agreed that investment and available infrastructure 
has an influence on employment creation. Cohen’s d value of 1.05 showed a large practical 
significance in the real world. 
 
The recommendation is that a larger focus must be placed on improving investor confidence 
when it comes to FDI. The cluster organisation should include as part of the framework of 
conditions a targeted plan to improve for example energy and transport costs. Cost drivers 
like energy and transport cost were highlighted as elements that must be worked on in order 
to encourage investors to put money into the automotive cluster in South Africa.  
 
The qualitative statements from respondents also included the significance of the influence 
that the OEM’s have on securing additional production volumes from mother companies. 
Additional production volumes would reduce the cost per unit produced and ultimately 
reduce transport cost and have the spin-off effect of requiring more employees to produce the 
increased volumes.

6.2.6 Education and skills development (EDSK) 

According to the Growth Commission report (2008) a country cannot sustain growth without 
investment in infrastructure, education and healthcare. South Africa is characterised by high 
unemployment and a skills mismatch. The skills mismatch can be attributed to the education 
and training systems or to a market distortion that sends the erroneous message to the 
education system on the skills that are required in the market. The link between industries and 
the education institutions is not well established in South Africa. 
 
The perception of the respondent of the survey questionnaire is that 62% of the respondents 
believe that education and skills development does influence employment creation. The 
alternative hypothesis was favoured over the Null hypothesis. Cohen’s d value showed a 
medium practical significance.  
	

The qualitative responses included statements that local jobs in higher skill levels have 
deteriorated since 1998. Central decision making by multinational companies contributed to 
this because decisions are made elsewhere in the world on where important tasks or functions 
are fulfilled. 
 
The recommendation is to link education and skills development to the manufacturing 
incentives that are offered by the DTI. Respondents advocate for high school development 
programmes in order for school leavers to have a greater chance at success at a tertiary level. 
Looking to the future it would also be prudent for companies in the cluster to prepare to fill 
the talent pipeline with young candidates to be groomed for general manager positions.  
 
6.3 LIMITATIONS AND FURTHER RESEARCH 

The research methodology employed by the author included positivism as well as 
interpretivism. This presented a constraint because the author had to deal with qualitative as 
well as quantitative methods in the study. This can be interpreted as a limitation in the study 
because the author intended to generalise the results of the study to the population of the 
automotive cluster. The end result of the study answers the main research objective and 
presents a base for further research to be conducted. Further research is proposed on the cause 
of the divided perceptions on the independent variables of incentive schemes and collective 
bargaining linked to employment creation. 

6.4 CHAPTER SUMMARY 

This study sought to clarify whether the independent variables listed under the problem 
statement in chapter one influences employment creation in the South African automotive 
cluster. A literature review in chapter two clarified the context of the local automotive cluster 
and the independent variables were discussed. The cluster approach was presented in chapter 
three as well as a stakeholder cooperation framework.  



Stakeholder cooperation key success factors were addressed in chapter three and the author 
presented a process model to measure performance in the automotive cluster. The author also 
reviewed the Eastern Cape Automotive cluster and presented lessons learned from the 
European clusters. 
 
In chapter four the hypotheses that were stated in chapter one were tested and empirical 
results provided. In chapter five the descriptive statistics were discussed and in this chapter 
the findings, conclusions and recommendations. The perception of the respondents that 
participated in the study confirmed that all six independent variables do have an influence on 
employment creation. Due to the diversity of the cluster participants it was anticipated from 
the beginning that the views on some of the independent variables were going to be divided.  
 
In conclusion it can be stated that the perception of the majority of respondents was that four 
of the independent variables (PROTEM, RCAC, ICI & EDSK) have a clear influence on 
employment creation in the automotive cluster. The respondents were divided on two of the 
independent variables (ISLE & LUCB) with the split between agree and disagree marginally 
in favour of agree. This indicates that further research is required in order to determine what 
caused the divided perceptions on Incentive schemes linked to employment creation and 
labour union collective bargaining. 
 
The contribution of the study was the clarification of the influence of the independent 
variables on employment creation in the South African automotive cluster. The author admits 
that this study was a starting point and that further research into the cluster concept and the 
cooperation framework would assist in getting the cluster participants to work on 
employment creation initiatives as a collective unit. 
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APPENDICES 

Appendix 1 – Automotive Sector Employment Growth survey letter 

Dear Respondent  
 
I am studying towards my MBA (Masters in Business Administration) degree at the Nelson 
Mandela Metropolitan University Business School.  I am conducting research on factors that 
might contribute toward slowing employment growth in the South African automotive sector. 
I believe my study will make an important contribution towards unpacking employment 
growth inhibitors. 
You are part of a selected sample of respondents whose views are sought on the above-
mentioned subject. I would therefore appreciate it if you could answer a few questions. It 
should not take more than fifteen minutes of your time and I want to thank you in advance for 
your co-operation. No names will be required in order to keep responses anonymous.  
There are no correct or incorrect answers. Please answer the questions as accurately as 
possible. For each statement, tick the number which best describes your experience or 
perception.  For example, if you strongly agree with the statement, tick the number 5.  If you 
strongly disagree with the statement, tick the number 1.  Tick only one answer for each 
statement and answer all questions please.   
Please note also that your participation in this study is entirely voluntary and that you have 
the right to withdraw from the study at any stage. All data is kept confidential. 
Thank you very much.  
Contact details:   
To verify the authenticity of the study, please contact Prof P Poisat at 041-5043750 or 
paul.poisat@nmmu.ac.za. 
This questionnaire has been ethically cleared by the Ethics Committee of the university. 
 



Appendix 2 – Questionnaire issued to the automotive sector 
 
SECTION A 

Please indicate your agreement or disagreement with the following statements 
Think about your work area/unit in the automotive sector 
Strongly 
Disagree 
 
Disagree 
 
Neither 
 
Agree 
 
Strongly 
Agree 
 
  1. The Government has sufficient incentive schemes available 
to support manufacturing in the automotive sector  ................................1 2 3 4 5 
  2. Government incentives schemes promote higher 
productivity in the automotive sector ..........................................................1 2 3 4 5 
  3. Automotive incentive schemes are linked to employment 
creation ................................................................................................1 2 3 4 5 
  4. Industrialization forms part of a well-structured government 
action plan ................................................................................................1 2 3 4 5 
  5. Automotive incentives are used to support tertiary 
education institutions in order to promote innovation ................................1 2 3 4 5 
 
     
Think about your company… 
Strongly 
Disagree 
 
Disagree 
 
Neither 
 
Agree 
 
Strongly 
Agree 
 
  6. Foreign Direct Investment(FDI) is the biggest driver of 
innovation and technology improvements in South Africa ..........................1 2 3 4 5 
  7. Integration into global supply chains resulted in 
productivity improvements in South Africa ................................1 2 3 4 5 
  8. Technology improvements in the automotive sector was 
a consequence of developed world market requirements ..........................1 2 3 4 5 
  9. Local company strategy drives technology 
advancements and increases employment levels  ................................1 2 3 4 5 
10. Advancements in technology leads to productivity 
increases and higher production output ................................ 1 2 3 4 5 
Think about the automotive sector… 
Strongly 
Disagree 
 
Disagree 
 
Neither 
 
Agree 
 
Strongly 
Agree 
 
11. A close relationship with key partners contributes 
towards improved competitiveness .............................................................1 2 3 4 5 
12. Flexible production processes and value chain 
arrangements results in improved competitiveness  ................................1 2 3 4 5 
13. The currency rate of exchange is a competitive 
advantage for the automotive industry ................................ 1 2 3 4 5 
14. South African automotive manufacturers can compete 
with Chinese counterparts ................................................................1 2 3 4 5 
15. The productivity level and available skills of the 
automotive sector labour force is comparable to other 1 2 3 4 5 


emerging markets  ................................................................
Think about the automotive sector… 
Strongly 
Disagree 
 
Disagree 
 
Neither 
 
Agree 
 
Strongly 
Agree 
 
16. Employee participation should be part of collective 
bargaining to facilitate improved workplace 
communication ............................................................................................
1 2 3 4 5 
17. There is no link between labour rates and productivity ...............................1 2 3 4 5 
18. Collective bargaining between labour unions and 
employers are conducive to job creation  ................................1 2 3 4 5 
19. Workplace problems that can be solved at shop floor 
level are escalated to an industry level ................................ 1 2 3 4 5 
20. The current collective bargaining system contributes to 
the competitiveness of the automotive sector ................................1 2 3 4 5 
Think about the automotive sector… 
Strongly 
Disagree 
 
Disagree 
 
Neither 
 
Agree 
 
Strongly 
Agree 
 
21. Improved rail infrastructure will make the local 
automotive industry more competitive ........................................................1 2 3 4 5 
22. Corporate tax savings for Multinational companies is put 
to good use to create employment  ............................................................1 2 3 4 5 
23. Capital Expenditure Investment would be reduced if the 
Government incentives were stopped  ................................ 1 2 3 4 5 
24. Low investment levels in South Africa contribute to 
uncompetitiveness in the Automotive sector   ................................1 2 3 4 5 
25. Investor sentiment has a big influence on Multinational 
Companies investing in South Africa ..........................................................1 2 3 4 5 
Think about the automotive sector… 
Strongly 
Disagree 
 
Disagree 
 
Neither 
 
Agree 
 
Strongly 
Agree 
 
26. Multinational Companies in the automotive sector views 
co-operation with tertiary institutions as a business 
imperative................................................................................................
1 2 3 4 5 
27. Labour unions and business share consensus that skills 
development contributes to innovation ................................ 1 2 3 4 5 
28. The improvement in available skills was due to an 
increase in competition and use of higher technology ................................1 2 3 4 5 
29. The poor quality of education is contributing to 
unsatisfactory productivity gains ................................................................1 2 3 4 5 
30. The skills development levy available in the automotive 
sector is used to train much needed artisans ................................1 2 3 4 5 
 
 


SECTION B  
Classification data: 
Please make a cross (X) or enter the relevant information in the blocks provided. 
1. GENDER: Male  Female  
2. Please indicate your job title. 
 
 
3. Please indicate your highest qualification level. 
 Diploma or equivalent  Degree or equivalent      Masters or Doctorate       
  Other, please specify  
 
4. How long have you worked in your current position? 
 Less than 1 year  11 to 15 years 
  1 to 5 years  16 to 20 years 
  6 to 10 years  21 years or more 
 
5. Age group  
 20 to 29 years  30 to 39 years      40 to 49 years       
 50 to 59 years  60 plus 
 
SECTION C:  
 
Your comments: 
Please feel free to write any comments about employment growth factors in the automotive 
sector that should be considered. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
THANK YOU FOR COMPLETING THIS SURVEY. 





Appendix 3 – Ethical clearance form 









 

